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NATIONAL AFFAIRS, POLICY 


LIAOWANG ON CHINA'S SHAREHOLDING SYSTEM 


HKO50449 Hong Kong LIAOWANG Overseas Edition in Chinese No 52, 29 Dec 86 
yp 16-17 


[Article by Gao Qinglin (7559 1987 2651): "China's Shareholding System Is 
Advancing Amid Controversies" ] 


[Text] Can collective or individual shares be introduced among the more than 
400,000 existing state enterprises in China? This is a hot topic for 
discussion in China's theoretical circles at present. Despite varying and 
opposite opinions on this question, the shareholding system has quietly 
emerged in China's urban and rural economy amid controversies and has been 
introduced to more and more enterprises. 


In 1982, a primitive form of shareholding system, characterized by converting 
various essential productive factors, such as land, factory buildings, 
equipment, and technology, into shares and sharing out bonuses according to 
the number of shares, began to emerge in China's enterprises. By the end of 
1985, more than 10 billion yuan worth of shares and bonds had been floated 
throughout the country. At present, some 52 enterprises in Shenyang have 
adopted the shareholding system on a trial basis; 10 large-scale joint-stock 
enterprises have been established in Chongqing; and nearly 7,000 joint-stock 
enterprises have emerged in many provinces and cities, including Guangdong, 
Hubei, Jiangsu, Beijing, Henan, Hebei, Anhui, Liaoning, Shanghai, and Nei 
Monggol. 


The State Commission for Restructuring the Economic System has put the 
shareholding system on the list of najor items for exploration in 1987. Ina 
recent speech, Premier Zhao Ziyang of the State Council also gave a nod of 
approval to this system, saying that in the future, quite a few enterprises 
should adopt the shareholding system. Therefore, it may be appropriate to say 
that adopting the shareholding system will become a new trend in China's 
economy. 


What Is the Point at Issue 


Through the efforts of the past few years, China's reform of the economic 
structure in the cities has made good progress in many respects, such as in 
expanding the decisionmaking power of the enterprises, in improving the 











external economic conditions and harmonizing the internal mechanism of the 
enterprises, and in establishing all kinds of econcmic responsibility systems. 
However, due to various restrictions, most enterprises still have not been 
invigorated. Can the shareholding system help solve this problem? The 
Chinese economic circles are now pondering this question carefully. 


On the question of adopting the shareholding system in enterprises, there are 
still some different opinions in economic circles. Well-known economist Tong 
Dalin holds that adopting this system is conducive to separating government 
from enterprise functions and to expanding the decisionmaking power of the 
enterprises. Since the functions of government and enterprises are separated, 
the joint-stock enterprises will be able to further establish a modern 
management system that is characterized by the separation of the decision- 
making power and the functions of management. Since the principle of "making 
a common investment and sharing out risks and profits" is implemerted in 
joint-stock enterprises, the initiative and creativity of various shareholders 
can thus be brought into full play. Some economists of the State Commission 
for Restructuring the Economic System hold that the shareholding system is a 
fundamental channel for invigorating enterprises. It can also help solve some 
difficult problems of the enterprises, such as the barriers between various 
departments and regions, the shortage of funds, and the antithesis between 
accumulation and consumption. 


Although the specialists have pointed out the important position of the 
shareholding system in the efforts to invigorate enterprises, in talking about 
the development from previous reforms, which were aimed at smashing the "big 
rice pot,” to the current issue, which concerns the question of ownership, 
there are still many different opinions in various social circles and at 
various levels, including the central and local authorities. The point at 
issue is: Will the practice of the shareholding system lead to a change in 
the socialist principle of distribution and emergence of a stratum living on 
dividends or even of private ownership of the means of productiion? In short, 
will this practice give birth to "exploitation"? 


On this question there are generally three opinion’ in theoretical circles: 


1) Some people hold a negative view on practicing the sharehol<ing system in 
enterprises owned by the whole people. They hold that this system runs 
counter to the socialist principle of distribution, Sharing out bonuses 
according to the number of shares means exploitation. Under China's current 
situation, the workers’ income is still very low, but dividends are high. 
Thus, it may easily appear that some people's income from dividends and 
bonuses exceeds their income from wages, and the emergence of people or a 
eocial stratum living on dividends would seem to be unavoidable. 


2) Seme people hold that although sharing out bonuses and dividends according 
to the number of shares smacks of capitalism, it can still be permitted at the 
current stage, because it does not affect the nature of socialism. Some of 
them hold that in theory, adopting the shareholding system in enterprises 
owned by the whole people is correct, but proceeding from the reality of the 











large- and medium-sized enterprises, since the external conditions for the 
joint-stock economy are still not ripe, it is too early to popularize the 
shareholding system in the near future. 


3) Some people firmly advocate tne practice of the shareholding system. They 
hold that the distribution of bonuses and divideuds by the socialist 
enterprises does not have the nature of capitalism. Their reason is that the 
shares of the joint-stock enterprises can generally be divided into three 
parts: Those of the state, which make up the greatest majority of the shares 
and determine the nature of public ownership of the enterprises; those of 
enterprises, which are held by nor. other than the enterprises themselves and 
the dividends and bonuses of which belong to the socialist enterprises; and 
those of individuals, which are held by the staff and workers. In the third 
case, the bonuses are actually remunerations to the staff and workers for the 
funds they have provided and a kind of material encouragement to them for 
their support of national construction. Its nature is something like the 
interest on a bank deposit, which can be regarded as a delayed realization of 
the part of value created by the laborers earlier, which was to be consumed by 
the laborers themselves. The practice of the shareholding system in 
enterprises owned by the whole people, with the shares of the state as the 
main body, will ncc hamper the effort to give play to the superiority of the 
socialist oublic ownership. It can be regarded as a supplement to and a 
development of public ownership, because the shareholding system enables 
public ownership, with the state shares as the main body, to penetrate into 
the collective ana the individual economies. 


Judging from the current trend of development, more and more people are 
advocating the practice of the shareholding system. Despite the controversies 
over this question, experiments have begun to be made in various localities 
and enterprises. 


Two Results of Practicing the Shareholding System 


Which problems can the shareholding system help solve in the enterprises? 
According to investigations in Shenyang, Guangdong, and Nei Monggol, the 
following two results can be achieved by practicing this system: 1) an 
ability to raise funds quickiy for emergency use, and 2) an unprecedented 
concern for the enterprises on the part of the staff and workers. 


The shareho ‘ng system ewerged to meet the need for raising funds. The rapid 
expansion ot che decisionmaking power of the enterprises and the development 
of economic associations required that the enterprises raise funds from 
society as quickly as possible. Thus, the enterprises began to float shares 
among their staff and workers and to the society. Since in 1984 and 1985 
enterprises lacked funds for their development and the bank had retrenched 
credit to the enterprises, the method of raising funds by means of floating 
shares soon spread in more than 10 provinces, municipalities, and autonomous 
regions. In Guangdong Province, shares were floated by nearly 1,000 
enterprises. In Shenyang, some 52 joint-stock enterprises achieved remarkable 
results in raising funds through this channel. For example, by floating 











shares among its staff and workers at che beginning of this year, the No 2 
heavy-duty machine fittings plants of Shenyang raised about 1 million yuan in 
as little as 5 days, on an average of 1,800 yuan for each worker. According 
to statistics, in 6,000 to 7,000 joint-stock enterprises throughout the 
country, more than 6 billion yuan of funds were raised in this way. 





At present, the biggest problem in invigorating en*terprises is that the staff 
and workers do not care about the development of their enterprises. Most of 
them show greater concern for higher pay and better living conditions than for 
the development of their enterprises. This is a conclusion drawn from an 
investigation of 600 enterprises in Nei Monggol. From 1980 to 1985, the per 
capita income of these enterprises increased at a rate of 7 percent a year, 
and the per capita bonus increased by 15.8 percent a year, both of which were 
higher than in any previous historical period. However, the high growth rate 
of income for 6 years running did not make the staff and workers show real 
concern for the enterprises. Over the past few years, these enterprises have 
used 75 percent of their retained profits for giving out bonuses and improving 
welfare facilities. Obviously they are unable to continue to greatly increase 
the workers’ income. In the joint-stock enterprises, the difficult problem of 
the long~term education of staff and workers in becoming masters of their own 
houses and the inability of high pay and high bonus incentives to make most 
staff and workers show real concern for their enterprises is solved in varying 
degrees. When a worker puts a certain amount of money into buying shares, his 
ideas about his relationship with the enterprise can change very quickly. 


This year, Guangzhou's Ming Xing Pharmaceutical Factory had its first group of 
“shareholding workers." They bought a total of 1.63 million yuan worth of 
shares. After making this investment, they became both the producers and 
"shareholders" of the enterprise and attached great importance to using funds 
spcringly and reducing production costs. They began to feel disgusted with 
people who did not work hard. In a screw factory in Shenyang, the workers 
have felt since adopting the shareholding system that they are real share- 
holders of the enterprise and have taken an active part in its management. 

In a short period of time, they have put forth some 300 proposals, and 30 
percent of them have been adopted. 


The Shareholding System Needs to be Perfected 


Since China's shareholding system was first adopted for the purpose of raising 
funds, the "shareholding system" in quite a few enterprises is still not the 
shareholding system in a strict sense. In other words, it is still not a 
perfect system. 


At present, the following three phenomena of inequality exist widely in the 
joint-stock enterprises on the mainland. In a joint-stock enterprise, there 
are generally three kinds of shares: the shares of the state, of the 
enterprise, and of the individual. This is a kind of "joint-stock economy" 
with distinctive Chinese characteristics. The shares of the state, including 
the state's investment in the enterprise, the assets based on the funds 
allotted by the state, and the reduction or remission of taxation, occupy a 








prevailing position in the enterprise. The shares of the enterprises include 
the assets owned by the enterprise. The shares of the individual are 
basically investments made by the staff and workers of the enterprise. 
Originally, there are two channels for the state to get back the funds it has 
invested in a joint-stock enterprise. One is to collect income tax and the 
other is to obtain dividends and bonuses from the state shares. Since 1983, 
as the delivery of profits by the enterprise has been substituted by tax 
payment, the state no ionger requires the enterprises to turn over profits but 
levies heavier income taxes on them, which general'y accounts for more than 80 
percent of their profits. There are also some other kinds of taxes. Thus, 
the enterprises which can only retain a very small part of their profits, are 
unable to draw extra dividends for the state, which is the main shareholder. 
Otherwise, both the production and welfare funds of the enterprises would be 
reduced and the enterprises would find them more difficult to develop. Since 
it is difficult to distinguish between the shares of the state and those of 
the enterprise, some enterprises have made the shares of the enterprise 
nominal and some do not even have such shares. As a result, when sharing out 
bonuses, many enterprises only have bonuses for individuals, and do not have 
ponuses for the state and the enterprise. 


Since many enterprises have just converted the investments of their staff and 
workers into shares without converting their original assets, phenomena such 
as high dividend rates in distribution have appeared. For example, in some 
enterprises this rate is as high as over 30 percent, and in a small number of 
enterprises it even reaches 100 percent. This is much higher than the profit 
rate of funds. For this reason, some areas have vegun to set a limit for this 
rate, making it lower than 15 percent. But since there is such a limit, it is 
difficult to require the “shareholders” to assume risks in operation. In some 
areas, the method of preserving capital for profit gains has been adopted so 
as to “ensure stable yields despite drought or rain." Thus, the shares just 
exist in name and can play a role just like bonds. So, it seems that the 
shareholding system has to be constantly perfected in practice so that a new 
system that suits China's national situation can be gradually established. 


The Shareholding System Is an Item for Exploration in Next Year's Reform 


According to the State Commission for Restructuring the Economic System, there 
will be four major items for exploration in 1987/7: the exploration of a new 
form of public ownership; the establishment of a new market of productive 
means; the establishment of a new monetary market; and the reform of the 
political organization in mediua-sized cities. 


In Chongqing there are already 10 large group enterprises, which have been 
established gradually. Since they are composed of enterprises from various 
departments, regions, and trades and with all kinds of owners, which is most 
suitable for them to adopt the shareholcing system in order to overcome their 
specific shortcomings. The first large-scale joint-stock group enterprise on 
the mainland--the Chongqing Packing and Printing Industrial and Trading 
Corp.--was established in September this year. Some 119 enterprises from 13 
provinces and municipalities joined the corporation and invested a total of 











4.17 million yuan in it in the form of shares, of which the great majority are 
shares held by the whole people. The business of the corporation covers many 
fields including industry, scientific research, commerce, and foreign trade. 
In the first month after its establishment, it had a sales income of more than 
2 million yuan, an increase of 20 percent over the previous month before the 
association. Now the city government has issued some regulations on the 
management of the shareholding system, requiring that new enterprises should 
generally adopt this system. 


The practice of the shareholding system requires that we create a series of 
favorable external conditions; make continuous efforts to perfect the price 
system; open the monetary market, stock market, material market, and labor 
market; and enact a series of economic laws, including the enterprise law, th 
bankruptcy law. the bills law, and a labor insurance law. China has already 
made the first steps in the exploration of this work. The bankruptcy law of 
the enterprises owned by the whole people is being enforced on a trial basis 
after being approved by the NPC. The enterprise law is now under discussion 
and approval. The bills law enacted by the People's Bank of China will also 
be promulgated in the near future. 


It has been learned that the State Commission for Restructuring the Economic 
system recently submitted an eight-point report to the central authorities on 
further invigorating large- and medium-sized enterprises, two of which concern 
the shareholding system. 


/9599 
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NATIONAL AFFAIRS, POLICY 


JINGJI RIBAO ON SHAREHOLDING SYSTF=. IN REFORM 
HKO30808 Beijing JINGJI RIBAO in Chinese 18 Dec 86 p 3 


[Article by Liu Guangdi (0491 0342 4574), professor of Central College of 
Finance: "We Must Not Exaggerate the Role of the Shareholding System in 
Reform" 


[Text] [Abstract] The shareholding system is a system of operation to 
increase raised capital and not a pattern of independent ownership. Japan's 
pattern of stock not being offered on a universal basis shows that the 
shareholding system is by no means the best or only pattern for the reform of 
our system of ownership. Finding things out about the law governing the 
operation of state enterprises is one of the most important problems in the 
current reform of our country. We have a better way than the shareholding 
system to raise the efficiency of large- and medium-sized enterprises. [end 
abstract ] 


The shareholding system is feasible under our country's socialist conditions, 
but it cannot be treated as a new base or new trend in the reform of the 
system of ownership. In reforming the ownership system, only by starting with 
such processes as production, exchange, and distribution and with mechanisms 
governing the operation of the economy, and many other fields, can we obtain 
results. We cannot attempt to realize the reform of the ownership system by 
introducing the shareholding system. 


The Nature of the Shareholding System 


The shareholding system is a system of operation io increase raised capital by 
using the joint-stock company pattern. Marx attributed the objective causes 
of the rapid growth of capitalist joint-stock companies to the capitalist need 
for expanded reproduction and the need for concentrated capital. Rapid 
concentration of capital is the most fundamental function of a joint-stock 
company and also a manifestation of its basic character. 


But capitalism is after all still capitalism. Not because of the introduction 
of joint-stock companies by capitalist enterprises is capitalism converted 

into socialism. Therefore, Marx called a capitalized stock company as "united 
capitalists" and “integrated capitalists.’ 


' He also said: "A capitalist 








operation is basically a private operation. This is the case even given the 
replacement of an individual capitalist by united capitalists." 


Given the socialist planned commodity economy, can the shareholding system be 
introduced? Two diametrically opposed views now exist. One is that "a stock 
offering on a universal basis brings an enterprise internal drive and pressure 
from outside" and that the shareholding system "converts the traditional 
system of public ownership into a new system of public ownership." Based on 
this viewpoint, the introduction of the shareholding system is an innovation 
in the ownership system. 


Here, there is the need to define the different meanings of these terms: 

share [gu ten 5140 0118]; the shareholding system [gu fen zhi 5140 0118 0455]; 
and stock offered on a universal basis [gu fen hua 5140 0118 0553]. The so- 
called "share" means dividing the capital stock of an enterprise, or the total 
amount of capital into a number of units as equal parts in value, and letting 
people separately own them. This economic phenomenon already existed in the 
practice of our country's cooperative economy. Now some partnership enter- 
prises have also adopted this "share" pattern. The "shareholding" system 
means using the joint-stock company pattern to organize operating activities 
and letting shareholders assume risks, with the relations of a given ownership 
system as the prerequisite and with no change in the nature of the ownership 
system within a given scope. The “stock offered on a universal basis" means 
extending the joint-stock company pattern to all state and other enterprises 
on a universal basis to form a thorough shareholding system. 


People now often lump together such terms as share, the shareholding system, 
and stock offered on a universal basis. This seems out of order. Under our 
country's socialist conditions, I consider that the shareholding system can be 
introduced for state enterprises, but stock should not be offered on a 
universal basis. Many large- and medium-sized enterprises must remain 
persistently owned and operated by the state and need not all follow the share 
pattern or operate as joint-stock companies. Fven for enterprises involved 
with the shareholding system, the traditional system of public ownership 
cannot be converted into a new system of public ownership. Meanwhile, the 
sharehclding system also cannot bring an enterprise drive from inside and 
pressure from outside. This is because the shareholding system is most suited 
for personally owned and handled operations. if the shareholding system is 
taken as the driving force behind and a kind of pressure upon enterprise 
operations among our state enterprises, then there is no existence of the 
public ownership system. 


An opposite view is that the shareholding system is based on private ownership 
of the means of production as a prerequisite and that enterprise stock being 
offered on a universal basis means overall privatization, with retrogression 
in the ownership system. I consider that this is also an extreme view. The 
contemporary shareholding system is a product of social enlarged commodity 
production. Since this way of operation is applicable to capitalist privately 
owned enterprises, it can of course be applied to socialist enterprises, and 
can be applied to large- and medium-sized state enterprises. So long as the 








state holds a proper controlling interest, introduction of the shareholding 
system for some large- and medium-sized enterprises can allow the circulation 
of capital otherwise tied up and a shortening of the long term of capital 
being committed. This helps greatly in raising capital, stimulating the 
circulation of enterprise capital, and developing the commodity economy. In 
the past 30-odd years, our country's grand total of money appropriated from 
revenue for investment in fixed assets has reached more than 600 billion yuan. 
This colossal sum is tied up in factory premises, plants, and equipment, with 
the state not being able to divert a cent away. If some enterprises with 
relatively good performance and relatively satisfactory results among a small 
number of large- and medium-sized enterprises are allowed to issue shares, 
with the state owning most of these shares and a small part of them sold, then 
this does good, either from the macroeconomic or microeconomic point of view. 


My own view is that we cannot exaggerate the role of the shareholding systen, 
treating it as a miraculous cure in establishing a new public ownership 
system. Nor can we take a negative view of the role of the shareholding 
system thinking that it may turn public ownership into private ownership. But 
at present the main trend in discussions is the former viewpoint prevailing. 
In my opinion, this cannot help in solving the problem of reforming the 
ownership system. In theory, it betrays great one-sidedness. In practice, it 
does not work. 


Foreign Countries’ 


Experiences 

The shareholding system chiefly prevails in the West. In introducing the 
shareholding system, we must inevitably learn chiefly from the West. But 
there is a precedent for stimulating the great development of the commodity 
economy without chiefly relying on the shareholding system. It is Jupan. 
According to statistics, Japan's stocks in 1971 accounted for 7.3 percent of 
the whole country's fixed assets. In all the 1970's, of Japan's enterprise 
capital composition, shareholders' funds did not exceed 20-30 percent. The 
balance of 70-80 percent came from bank loans. Moreover, the larger the scale 
a company the lesser the capital accounted for by shares. It is this pattern 
of enterprise stock not being offered on a universal basis that has 
demonstrated vitality puzzling to Western joint-stock enterprises. Such 
vitality derives chiefly from the separation of capital ownership and the 
power of operation. Very few directors of Japan's enterprises are also 
shareholders. The main requirement for a selected director is comprehensive 
knowledge in a given career and in the technical field and keen judgment in 
business matters. With such men of ability selected as directors and 
managers, they can be relied upon to develop business matters and lock 
themselves in fierce competition. This shows that for enterprises with stock 
not offered on a universal basis, separation of ownership and the power of 
operation can also be realized. The way of operation selected by most 
operators in Japan is aimed out at seeking profits as the most important 
factor but at bringing about enterprise expansion and development and is 
designed not to seek security but to get ahead. It is exactly this kind of 
non-American-European-type joint-stock enterprise with the drive to expand 
business operations that has accounted for the rapid development of Japan 











postwar economy. Meanwhile, given bank loans as the main source of enterprise 
capital, the policy for macroeconomic regulation can more easily yield 
results, thus enabling the ‘apanese Government's industrial policy and its 
plan for doubling the national income to turn into keen enterprise action 
through financial means. 


Obviously, as far as the enterprise operation system is concerned, we face the 
choice of two different patterns. One is the Western pattern of the share- 
holding system. Another is the Japanese pattern of stock not being offered on 
a universal basis. We can experiment with the shareholding system, but should 
not overestimate the shareholding pattern. It is by no means the best pattern 
for reforming our country's system of ownership or, still less, the only 
pattern. 


Is There Total Lack of Efficiency in State-Owned Enterprises? 


Those who favor offering enterprise stock on a universal basis consider that 
State enterprises must be reformed because of their lack of efficiency and 
their being incapable of arousing workers’ enthusiasm and invigorating 
enterprises. This is a very complicated problem. We can never rush to 
judgment. Nor can we think that only by introducing the shareholding system 
can we solve the problem of efficiency. Some enterprises should be owned by 
the state and should also continue following the pattern of state operation. 
This is determined by the role of these enterprises in the national economy. 
Otherwise, the direction of socialist construction cannot be upheld. It 
should be noted that of our state enterprises, some also are run well and are 
highly efficient. The problem is that we must create the necessary condi- 
tions, find out relevant laws of operation, and popularize useful experiences. 
Even among state enterprises in capitalist countries are some with high 
efficiency. The state-run French automobile company is a case in point. The 
problem lies not in the system of state operation being not good but in the 
need to find out the laws of operation and guide action according to 
circumstances. We must establish rational relations between the state and an 
enterprise enabling the latter to have the initiative to flexibly reflect and 
fully arouse creativity and to pay attention and give full play to the role of 
wen. We must establish an efficient system of management and operation, work 
out correct strategies for enterprise development and incentive policies, and 
take other steps. Many state enterprises now show lack of efficiency because 
we have theoretically paid scant attention to research without being able to 
put forth effective measures. In practice, we have also failed to devote 
strenuous efforts to improving matters of operation and management. This is 
one of the most important problems confronting us in reform at present. We 
cannot freely negate all state enterprises in a sweeping manner in an attempt 
to replace the state ownership system with the shareholding system. If such 
were the case, there would be quite a problem with socialism. 


A Way to Raise the Efficiency of Large- and Medium-Sized Enterprises 


Our enterprises can issue shares just to solve the problem of capital. 
Therefore, I strongly support the introduction of the shareholding system on 
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an experimental basis. Except for that, I entirely think that we can find a 
better way than the introduction of the shareholding system to raise the 
efficiency of state enterprises. Concretely speaking, we can start with 
things in three respects. 


1. We must start with reform of the structure of the state ownership system. 
State enterprises can be classified into three categories: Full ownership 
enjoyed by the state; state ownership with operation by an enterprise; and 
state ownership with an enterprise enjoying the right of ownership in 
operation. In addition, the system of public ownership can be marked by such 
patterns as collective ownership, operation by an enterprise with joint 
ownership, operation by an enterprise with ownership on a cooperative basis, 
operation by an enterprise [as published], and so forth. Except for the first 
category, to raise capital, these state-owned and publicly owned enterprises 
can experiment with the shareholding system, with no change in the nature of 
the existing ownership system as a prerequisite. 


2. We must start with the correct handling of the relations between the state 
and enterprises. To enable state-owned and publicly-owned enterprises to give 
full pluy to workers’ enthusiasm and creativity and thus raise efficiency, 
there are two major problems remaining to be solved where the relations 
between the state and enterprises are concerned. One is how to readjust the 
relations of interests through the restraints of interests, and, most 
important of all, how to determine the level of the profit percentage 

retained for an enterprise. Another is how the state should guide the 
performance of an enterprise on a long-term basis. To this end, I think that 
we should raise the reward standard by continuously increasing an enterprise's 
capital accumulation. The greater the capital accumulation of an enterprise, 
the more should be the bonus (or the yield) for it and the large should be the 
income for workers. .hus, the performance of an enterprise is guided on a 
long-term basis. 


3. We must start with raising efficiency in an enterprise itself. The 
biggest problem with an enterprise's internal conditions is failure to set 
great store by a man's position, his role, and his worth, including such 
factors as guarantee for his material interests, elevation of his status, 
development of his talents, realizatiou of his cherished ambitions, and so 
forth. In sum, much is left to be desired in showing appreciation for men. 
Meanwhile, after many years of talk about the aim of socialist production, 
despite a major breakthrough in the theoretical field, nothing has been done 
in a practical way to organize firm implementation. Things in these two 
fields show that a lot remains to be done in reforming the internal conditions 
of a state enterprise. So long as these things are done well, efficiency can 
double. 


/9599 
CSO: 4006/264 


11 








NATIONAL AFFAIRS, POLICY 


BAN YUE TAN ON VIEWING PRIVATE ECONOMY 
HK231529 Beijing BAN YUE TAN in Chinese No 23, 10 Dec 86 pp 7-9 


[Article by Chen Kaiguo (7115 7030 0948): "How To Look at the Private 
Economy" ] 


[Text] Im recent years, with the rural economy being decontrolled and 
enlivened, some private enterprises have emerged in the countryside. How 
should we look at this private economy? What policy should we adopt toward 
it? Many people may ask such questions. In light of the requirements of the 
development of commodity production, the rural private economy should be 
allowed to exist and develop to a proper degree. 


In a broad sense, the so-called private economy also includes the individual 
economy. But here we mainly refer to the private economy in an ordinary 
sense. In general, the individual economy mainly refers to the economy based 
on individual labor, while the private economy refers to the economy based on 
the hiring of labor. A distinction between the private economy and the 
individual economy will help us give a clearer theoretical explanation and 
formulate different policies. 


In the countryside, even in the period when the ultra-left policies were 
implemented most severely, the individual economy still did not completely 
vanish; it was just subject to strict control. This state of affairs changed 
after the adoption of the output contract system. The new structure of the 
couperative economy also included household operation, and made it a basic 
operational level of the rural economy. In the scope of household operation, 
the collective contract economy is combined with peasants’ household, or 
individual economy, and they cannot be separated from one another in the 
process of economic operation. 


Household operation is relatively independent, and peasants achieve decision- 
making power in production and obtain the status of commodity producers. This 
thus gives rise to a new situation. With the growth in productive forces, the 
peasants gradually accumulate wealth and turn it into a means of expanding 
reproduction in the course of economic development. The individual economy 
thus has a foundation for its expansion and development. This is a good thing 
for the development of social productive forces. The existing policies have 
been adapted to this new situation, and peasants are allowed to buy large 
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production tools such as motor vehicles and tractors. The essence of these 
policies is to allow the peasants to develop their individual economy. 
Furthermore, in order to develop commodity production, peasants should also be 
allowed to expand the scale of production and to develop their private economy 
to a proper degree. The reason for this are also obvious. 


Our practice for many years has shown that we cannot bypass the historical 
stage of the commodity economy. In the past, the cooperative movement in the 
countryside was carried out under the condition of a low development level of 
productive forces. Household operation was changed to collective operation 
too quickly, and private property was collectivized too early. As a result, 
the peasants lost the position of independent commodity producers. This not 
only dampened their production enthusiasm, but also seriously hindered the 
historical process of developing a commodity economy in the countryside, 
Practice showed that it was not the best option for developing rural 
productive forces. 


In the rural reform, the output contract system separated the public ownership 
of the means of production from the operation powers, shifted the operation 
powers to the hands of the peasants, and thus made peasants commodity 
producers. This fully aroused their enthusiasm for developing economic 
association and developing the individual economy. This is the key to filling 
the rural economy with vigor and motive forces. 


It is never a terrible thing if peasants develop the private economy on such a 
foundation. On the one hand, the cooperative economy can continuously 
increase public accumulation through peasants’ contracts; on the other hand, 
since the private economy is a type of commodity economy, the private economy 
will be conditioned by the general environment of the socialist commodity 
economy. As it advances in the orientation of production socialization and 
specialization, there will certainly be the requirement for economic 
association, and relations between the private economy and the socialist 
economy will certainly be deepened. In this sense, the private economy under 
socialist conditions is no longer the old private economy in old society; it 
must take another form in order to exist and develop. In addition, before the 
conditions for the existence of a specific economic form vanish, the economic 
form cannot be wiped out artificially. We are now only in the elementary 
stage of socialism and still have to develop a variety of economic forms with 
the public economy as the main body. Therefore, as long as the private 
economy can help the development of productive forces, we should lay down 
proper policies and laws to guide it to develop healthily, to bring its 
advantages into play, and to prevent its disadvantages. 


We acknowledge that the rural private economy is now mainly controlled by a 
small number of "able people" who know how to do business so they can achieve 
better business results, operate on a large scale, and hold a higher position 
in the commodity economy than other peasant households. From the viewpoint of 
developing the commodity economy, we should fully affirm such kind of private 
economy. At present, the countryside still lacks such an economy with a 
higher operation level. What we should do is to gather the idle funds in the 
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countryside to expand the scale of production and to develop the productive 
forces. Now the private enterprises offer many new jobs for the surplus rural 
labor force and can help shift the surplus labor from the farming industry to 
other, nonfarming industries. As many private enterprises are set up without 
costing the state a penny, they not only produce wealth for society, but also 
contribute to state revenue. This is indeed a thing of many advantages. The 
most significant point is that as peasants run their private enterprises, they 
also give rise to, and also develop, a new type of socioeconomic organization. 
Through running their private enterprises, the peasants can accumulate 
experience, train skilled workers, and enhance their organizational level. 
Many peasant entrepreneurs will emerge there, and a new type of "peasant 
worker" will grow up. As long as there is benign environment, the private 
enterprises can accomplish all such things. Maybe, some large enterprises 
with bright prospects will also emerge among the large number of private 
enterprises. 


At present, the private economy is still situated in an initial and fledgling 
Stage. The official policies and laws in this aspect have yet to be further 
improved, and new methods should be adopted to exercise economic management 
over the private enterprises. The current policy has stipulated the number of 
workers that can be hired by a private enterprise. We still have to work out 
policies on the business scope and scale of the private enterprises and should 
clearly stipulate in what trades a private enterprise should be restricted 
from development or be banned. Regulations in the aspects of taxation, 
credit, and internal management for private enterprises should also be worked 
out. This will enable the departments concerned to exercise management, and 
ensure the legitimate rights and interests of the private enterprises. 


/9599 
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NATIONAL AFFAIRS, POLICY 


INVESTMENT IN FIXED ASSETS BROUGHT UNDER CONTROL 
OW270609 Beijing XINHUA Domestic Service in Chinese 1149 GMT 22 Dec 86 
[Article by reporter Ge Daxing] 


[Text] Beijing, 22 Dec (XINHUA)--China's investment in fixed assets, which 
kas increased excessively in the last 2 years, has been brought under control, 
and the increase in investment has been greatly slowed down. 


According to statistics provided by the State Statistics Bureau, by the end of 
November this year, state-owned organizations in China had spent 83.07 billion 
yuan on capital construction, up 10 percent from last year's corresponding 
period. It is estimated that their total investment in fixed assets, 
including that in renovation projects, will amount to 194 billion yuan this 
year, or 15 percent more than last year. This year's 15 percent increase is 
much lower than last year's 41.8 percent increase. After adjustment for a 
rise in prices, this year's actual rate of increase in investment is roughly 
close to the rate of increase in national income. Economists hold that the 
slowing down of the increase in the investment in fixed assets is of great 
significance in easing the contradiction created by the total demand of 
society being greater than its total supply. 


While the size of investment is under control, this year's investment 
structure and investment results ere better than last year. Comparing the 
first 11 months of this year with the same period last year, investment in 
productive projects rose from 56.6 to 60.5 percent of the total capital 
construction investment; of the investment in productive projects, that in 
energy source projects increased from 20.5 to 22.2 percent. In 1986, 
completion of additional generators, with a total capacity of 5 million 
kilowatts, is anticipated, and capital construction has created an additional 
coal-mining capacity of more than 10 million metric tons, and an additional 
crude oil extracting capacity of nearly 10 million metric tons. Besides, 
there have been considerable increases in the production capacities of the 
iron, steel, and p'ate glass industries, in the loading-unloading capacity of 
coastal ports, in length of double-tracked, and of operational, railroads. 


China has effectively restrained its investment in fixed assets this year, but 
it still exceeds the planned scope. In particular, the investment in 
renovation projects has increased too sharply, and has indeed [word 


i5 








indistinct] some capital construction projects. Statistics shows that the 
scope of projects under construction is still too big. Various lovalities, 
departments, and enterprises are still excessively increasing their extra- 
budgetary funds for ordinary processing industry, and nonproductive projects. 
Loss and waste due to poor management of construction projects are still very 
common. Therefore, while continuing to keep the fiscal year's investment 
under control, we must reduce the number of projects to be built, guide extra- 
budgetary funds into building basic industries and facilities, and strive to 
make our limited investment yield the best results. 
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FOREIGN TRADE, i:NVESTMENT 


SHANGHAI REDUCES TARIFFS TO PROMOTE OPENING 
0W281935 Beijing XINHUA in English 1506 GMT 28 Jan 87 


[Text] Shanghai, January 28 (XINHUA)--The Shanghai customs department exempted 
import duties worth more than 700 million yuan (183 million U.S. dollars) last 
year as a gesture to serve the country's open policy, its general director, 

Sun Wenli, told XINHUA today. 


One of China's major gateways, Shanghai's tariff income accounts for one fifth 
of the country's total. But it reduced or waived tariffs on more than 5,700 
items in 1986 in line with new regulations. 


These items cover industrial technology, apparatus for scientific and educa- 
tional purposes, imports by enterprises involving foreign capital and jointly 
run tourist hotels. 


"The function of the customs is turning from a protective one to prmoting 

China's opening to the outside world," said Sun, adding, "one of the new measures 
adopted by the Shanghai customs is to use preferential tariff terms to help 

the city and the est of the country attract foreign funds and advanced tech- 


nology.” 


To support the country's plastics industry, which is eyeing greater exports, 
the Shanghai customs also waived 1.1 billion yuan (297 million U.S. dollars) 
in tariffs last year on raw materials imported for processing. 


He said another measure is to simplify the customs procedures to speed up 
the inspection of cargo and passengers. 


In the past year, the total of import and export goods under its supervision 
reached 30 million tons. Customs officers opened round-the-clock service 
on the docks to receive declarations and clear cargo. 


The customs also adopted other flexible measures to benefit various external 
economic and cultural activities. It has opened special windows to handle 
important foreign investment projects, Sun said. 


In addition, the customs in the Shanghai Airport began to use the red and 
green lanes commonly seen in international airports to speed up customs inspec- 
tion of passengers. 
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The Shanghai customs also cracked down on smuggling. It handled 465 smuggling 


cases involving 55 million yuan (14.85 million U.S. dollars) in 1986, Sun 
said. 


Computers, including TV monitoring systems, have been installed at some docks 
to improve customs work efficiency. 
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FOREIGN TRADE, INVESTMENT 


CHONGQING LIF2S INCOME TAX FOR FOREIGN FIRMS 
0W240556 Beijing XINHUA in English 0153 GMT 24 Jan 87 


[Text] Chongqing, January 24 (XINHUA)--Chongqing City in Sichuan Province 
has lifted the local income tax from those foreign-invested enterprises whose 
export value makes up at least half of their output value. 


According to a new regulation for the encouragement of foreign investment, 
the local income tax is also exempted during the period when such enterprises 
are enjoying exemption or reduction of the enterprise income tax meant for 
the state revenue. 


Export-oriented and enterprises using advanced technology enjoy priority in 
the supply of water, electricity, gas, coal and other raw materials, as well 
as in construction, transport and use of telecommunications facilities. 


The city was oened to foreign investors in 1983 and now enjoys provincial 
authority in forzign economic relations and trade. 


The city government worked out the regulation to better implement the state 
council provisions for encouraging foreign investment published last year, 
officials told XINHUA. 
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FOREIGN TRADE, INVESTMENT 


FIRM TRIES TO BRING FOREIGN CAPITAL TO SOUTHWEST 
HK220905 Beijing CHINA DAILY in English 22 Jan 87 p 2 
[Article by staff reporter Xie Songxin] 


[Text] While China invests heavily to develop its coastal regions, a Beijing- 
base firm has been working for five years to bring foreign investment to the 
resource-rich but backward Southwest, an area into which the state will not 
put large amounts of money until the next century. 


The China Southwest Energy Resources United Development Corporation has been 
working hard to share profits with central and local governments. 


But it is hampered by limited capital, the outside world's unfamiliarity with 
the region, the overlapping of its activities with those of national corpora- 
tion and the long period needed to recoup investment in the fields of energy 
and communications. 


It has made breakthroughs since its founding in 1982, however. In 1985 the 
corporation signed a contract for a $500 million loan from the Italian govern- 
ment for the development of energy and transport industries in the Southwest, 
which includes the western part of Guangdong, Guangxi Zhuang Autonomous Region, 
Yunnan and Guizhou provinces, Zhang Yinuo, president of the corporation, told 
CHINA DAILY. 


So far the corporation has received $150 million from the loan for five energy 
and two transport projects, Zhang said. 


It has invested more than 20 million yuan ($5.3 million) to establish export- 
oriented joint ventures in the region. 


"Our job at present is to develop small and medium-sized projects according 
to local needs in order to lay a solid foundation before the country's invest- 
ment focus is shifted to the region,” Zhang said. 


The corporation will also select some big and influential projects. The State 
Council has authorized the corporation to export 1 million tons of coal annual- 
ly over the next 10 years and to import 100 4,000-hp locomotives with the 


earnings, Zhang said. 
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Plagued by inadequate information, a shortage of funds and poor management, 
the corporation became a part of the well-known China International Trust 
and Investment Corporation last year. 


The merger will help the corporation attract more foreign capital and make 
it non-governmental. 


But it will not help the corporation in solving the difficulties of energy 
and transportation development projects. It will still have to invest in 
projects which State investment cannot reach, Zhang said. 
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FOREIGN TRADE, INVESTMENT 


QINGDAO FACILITATES MORE FOREIGN INVESTMENT 
OW221248 3eijing XINHUA in English 1112 GMT 22 Jan 87 


[Text] Beijing, January 22 (XINHUA)--Qingdao, on China's east coast, is cutting 
red tape to please the city's resident foreign investors and attract more from 
abroad. 


According to the city official in charge, "the city's previous work in introduc- 
ing foreign technology and investment was plagued by red tape and formalities, 
which discouraged foreigners from investing in the city." 


Last December, a special office was set up, with the mayor as the leader, 
to tackle the problem. This office now has the power to make all decisions 
from making contracts to marketing. 


"We have been trying our best to satisfy investors from foreign countries, 
Hong Kong and Macao in every aspect," the official said. 


"Within a month, the office was set up, it helped 24 joint-ventures solve 
major problems and more foreign people have come to the city to do business," 


the official said. 
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FOREIGN TRADE, INVESTMENT 


FUZHOU ATTRACTS MORE FOREIGN INVESTMENT 
OW221620 Beijing XINHUA in English 1557 GMT 22 Jan 87 


[Text] Fuzhou, January 22 (XINHUA)--Fuzhou, an open city in east China's 
Fujian Province, has in the past few days obtained a promise of foreign invest- 
ment totalling more than 44 million U.S. dollars. 


At a five-day foreign investment symposium which closed here today, the city 
signed a total of 13! contracts, agreements and letters of intent involving 

a total investment of 400 million yuan (108 million U.S. dollars), with domes- 
tic and foreign businessmen. 


Most of the 32 Fuzhou-foreign joint ventures and cooperative enterprises to 
be built under the contracts will introduce high-technology and produce export 
goods, including television tubes. 


Over the past year, Fuzhou has implemented a preferential treatment policy 
and improved the telephone service and other items of the investment environ- 
ment. The Mawei economic and technological development zone meets all the 
requirements for foreign investment, the symposium was told. 


Some 390 overseas businessmen and 350 representatives of domestic enterprises 
attended the symposium. 
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FOREIGN TRADE, INVESTMENT 


TIBET'S FOREIGN TRADE VOLUME REPORTED RISING 
0W241340 Beijing XINHUA in English 1252 GMT 24 Jan 87 


[Text] Beijing, January 24 (XINHUA)--The Tibet autonomous region in southwest 
China exported 5.3 million U.S. dollars worth of goods last year, as against 
2.14 million U.S. dollars in 1985, the INTERNATIONAL BUSINESS reported today. 


The total volume of imports and exports reached 30 million U.S. dollars, the 
paper said, which was 12 percent more than in the previous year. 


Wei Jisen, deputy director of the Tibet foreign trade bureau, said that Tibetan 
exports sell well on international markets. 


In addition, he said, Tibet has also developed traditional border trade with 
Nepal and India. 


The United Nations and other international organizations have offered more 
financial aid to the region, he said. 
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FOREIGN TRADE, INVESTMENT 


SHANGHAI PLANS TO USE MORE FOREIGN FUNDS 
OW230814 Beijing XINHUA in English 0732 GMT 23 Jan 87 


[Text] Shanghai, January 23 (XINHUA)--Shanghai, China's leading industrial 
city, is making preparations for direct long-term loans from the international 
financial market, Shen Beizhang, an official in charge of foreign economy 

in Shanghai, told XINHUA today. 


Last year the central government empowered the city to raise money directly 
from the international financial market to improve its infrastructure, revamp 
its manufacturing industry and boost service and tourism industries. 


The government has already named five urban development projects, 20 service 
and tourist projects and 160 industrial projects to use such loans, Shen said. 


The urban development projects include a bridge across the Huangpu River, 
a subway, the expansion of an airport and improvement of the city's telephone 
system. 


In the industrial sector, direct foreign loans will be used mainly in export- 
oriented projects and projects using advanced technology and equipment. 


"Shanghai will enter a new phase in reform and opening to the rest of the 
world when all these projects are complete," he said. 


"At present, we'll concentrate on promoting cooperation with internationally- 
known foreign firms and business people so that contracts with them can be 
signed as quickly as possible," he continued. 


The city also plans to accelerate work in the Minhang and Hongqiao economic 
and technological development zones, and will soon publish a set of regulations 
stipulating preferential treatment to foreign investors there. 


At the end o1 1986, the city's foreign investment totalled 1.9 billion U.S. 
dollars, including 1.52 billion U.S. dollars in direct investment. 


Of the 222 enterprises receiving foreign investment, about half have already 
started production, and are showing good economic and social benefits, Shen 


said. 
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FOREIGN TRADE, INVESTMENT 


XIAMEN SETS UP FOREIGN INVESTMENT SERVICE COMPANY 
OW251803 Beijing XINHUA in English 1510 GMT 25 Jan 87 


[Text] Xiamen, January 25 (XINHUA)--A foreign investment service company 
was commissioned here today in Xiamen City in southeast China's coastal prov- 
ince of Fujian in a bid to improve investment climate. 


The company, located in the Huli industrial district, will provide information 
and legal consulting services on preferential policies the Xiamen special 
economic zone is to grant to foreign investors to the zone. 
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FOREIGN TRADE, INVESTMENT 


FUJIAN'S EARNINGS FROM IMPORT PROCESSING RISE 
0OW241334 Beijing XINHUA in English 0916 GMT 24 Jan 87 


[Text] Fuzhou, January 24 (XINHUA)--East China's Fujian Province earned 14 
million U.S. dollars last year from processing foreign materials, a 68 percent 
increase over 1985. 


Since 1979, coastal Fujian has earned 54 million U.S. dollars from processing 
imported materials for the production of 1,000 different products. 


With a developed processing industry, the province's factories have imported 
more than 30,000 pieces of equipment worth 50 million yuan (13.5 million U.S. 
dollars) over the past few years. 


Some of the factories have become processing centers because of foreign invest- 
ment. Using foreign investment to add more equipment, a township leather 
factory opened two joint ventures and an export-oriented factory, which can 
now earn three million U.S. dollars a year. 
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FOREIGN TRADE, INVESTMENT 


ADJUSTMENT OF HEILONGJIANG EXPORT PRODUCT STRUCTURE REPORTED 
Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 8 Sep 86 p 3 


[Article by reporters Li Qian [2621 5409] and Li Hexin [2621 0735 0207]: 
"Heilongjiang Devises Regulations Changing the Export Product Structure; 
Maximize Advantageous Natural Resources and Economic Strengths"] 


[Text] Heilongjiang Province, ranked first nationally in terms of average 
annual increase of foreign exchange earned via exporting during the Sixth 
5-Year Plan, is now preparing to accelerate the development of production for 
10 major product categories centering around agricultural products, cash crops, 
machinery and electronic products, and mineral, chemical, textile and light 
industry products. Export sources will be expanded and the irrational product 
mix focusing on the export of primary products and roughly processed products 
will be changed. 


Heilongjiang Province, blessed with rich natural resources, is a newly opened 
inland port-of-trade region. Since 1981 in particular, when the province 
began conducting its own export trade, the amount of foreign exchange 
Heilongjiang earns via export has grown yearly. By exporting 15 types of 
products, including soybeans, corn, fodder, fine linen cloth and coal, the 
province has earned more than $5 million. Its products are marketed in 104 
countries and regions. Despite all this, Heilongjiang Province's superior 
natural resources and economic strengths have not been put to maximum use. 
Early this year the province decided to gradually develop in a planned fashion, 
10 major categories of export products, based on Heilongjiang's characteris- 
tic natural resources, economic foundation, and changes in the international 
market. The focus was on planning for 112 products, of which 50 earn more 
than $3 million.in foreign exchange annually. Priorities will be granted for 
all products that are part of the development plan in the provision of 
technological innovation projects, the importation of [advanced] technology 
and equipment and the investment of foreign exchange. 


Preparations have been made throughout the province for, first of all, the 
construction of soybean export bases. After organizing experts on several 
occasions to conduct technical verification studies, 32 countries and 65 
farms with suitable natural environments, convenient transportation, and of 
fairly high production capacity were selected as the soybean export bases. 


28 








Plans were also made regarding increasing yield per unit area, expanding the 
area under cultivation, the direction of capital investment and motivational 
policies. It is estimated that by 1990, the volume of soybeans exported will 
be double that of this year. At the same time, the first group of 48 export 
production bases and specialized factories and mines have been selected 
according to local conditions. This group includes 21 specialized industrial 
export production factories and mines and 27 agricultural byproducts bases. 
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FOREIGN TRADE, INVESTMENT 


BRIEFS 


HEILONGJIANG PORTS IN SOVIET TRADE--Harbin, 28 Aug 86--Today at the 
Heilongjiang Invitational Conference On Domestic Horizontal Economic 
Integration, Heilongjiang Province announced the opening of border ports in 
Heilongjiang and along the Ussuai River for trade with the Soviet Union and 
Eastern Europe to all Chinese provinces and cities. Heilongjiang genuinely 
welcomes all provinces and cities to utilize these border trading ports for 
business. According to a comrade from Heilongjiang who handles foreign 
economic relations, in Sino-Soviet border trade the last few years, the 
Soviet Union has been very interested in foodstuffs, textiles, and light 
industrial goods exported from Heilongjiang Province. A large percentage of 
these export products are from places such as Shanghai, Guangdong, Shandong, 
Jilin, and Liaoning. In order gradually to expand horizontal economic 
integration in the China-Soviet border trade and make good use of border 
ports, Heilongjiang Province shall take various measures relating to border 
trade to serve her sister provinces and cities. The first measure involves 
modes of business transactions; the second entails acting as proxy in the 
China-Soviet border trade; the third involves allowing sister provinces and 
cities to run enterprises jointly with Heilongjiang Province to manufacture 
export products. [By reporter Wu Peigong [0702 1014 1872], and speciai 
correspondent Zhou Jinbao [6650 6855 1405] [Text] [Shanghai WEN HUI BAO 
in Chinese 29 Aug 86 p 1] 12221/12851 
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ECONOMIC ZONES 


ADVICE ON HOW TO INVEST IN SHINZHEN 


Hong Kong TA KUNG PAO in Chinese 23 Sep 86 p 15 


[Article based on a XINHUA dispatch from Beijing: "How To Invest in the 
Shenzhen SEZ" 


[Text] [Question] What is the current focus of importation into the 
Shenzhen SEZ? 


[Answer] Industry is the focus of Shenzhen's development. The electronics 
industry, light industries (mainly involving the production of new-style 
packing materials), the food-processing, textile, construction materials, 
petrochemical, machinery, and metal materials industries of the Shenzhen SEZ 
all need to be granted priorities regarding importing. Items to be imported 
consist primarily of the fruits of the new world technological revolution. 

In addition, high-tech industries that are technology- and knowledge-intensive 
will be selectively developed. For a period of time from now on, Shenzhen 
will develop traditional industries assembled with advanced technologies. 


[Question] What agencies may be contacted by people who wish to invest in 
the Shenzhen SEZ? 


[Answer] In Hong Kong, contact may be made at the Shenye Trading Group, Ltd. 
Potential investors in Shekou may contact the Hong Kong China Merchant Steam- 
ship Co. To invest in the Shenzhen SEZ's Overseas Chinese City, contact may 
be made with the China Travel and Tourism Group in Hong Kong. 


After arriving in Shenzhen, contact may be made with the Shenzhen City Industrial 
Development Committee and the Shenzhen SEZ Development Co. Those wishing to 
invest in the Shenzhen SEZ's Overseas Chinese City and in the Shekou Industrial 
Zone may contact the Shahe Overseas Chinese City Construction Headquarters and 
the Shekou Industrial Management Zone, respectively. 


In addition, in the Shenzhen SEZ, there are firms such as the Industrial . 
Development Service Co., the Petrochemical Industry Co., the Light Industrial 
Co., the Textile Industry Co., the Foodstuffs and Beverages Co., the Machine 
Industry Co., the Machinery and Electronics Equipment Import-Export Co., and 
the Construction Materials Industry Co., that all have negotiation departments 
to negotiate importation projects for each industry. 
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[Question] What specific procedures are involved in investing in a new 
business in the Shenzhen SEZ? 


[Answer] First, after contacting the appropriate department, the businessman 
can submit his investment plan and negotiate the relevant matters concerned. 
The investment plan should include: the intent or aim of the investment, 

the content of the investment project, the scope of investment, the amount 

of land required, the amount of capital to be invested, a feasibility study 
and requirements, etc. 


Second, after full discussion involving both parties resulting in unanimous 
agreement, an agreement or contract may be signed. At the same time, the unit 
undertaking the project (Party A), shall, together with the investor (Party B), 
make a detailed list of needed imported materials. This list, together with 
documentation (a copy), attesting to the financial and credit situation of 
Party B, the feasibility study and its requirements, the signed agreement or 
contract, and a project application report should be submitted to the Shenzhen 
City government for review and approval. 


Third, after the Shenzhen City government approves the agreement or contract, 
the (Party B) enterprise may send someone to present to the Shenzhen City 
Industrial-Commercial Administrative Management Bureau the approved agreement 
or contract, the enterprise's charter, a list of the members of its board of 
directors, and a copy of the certificate of incorporation approved and granted 
by the supervisory government agency of the country or region of origin of 

the enterprise (Party B), or other documents attesting to the enterprise's 
credibility to apply for industrial-commercial registration, obtain a business 
license and certificate of registration, and so on. In addition, the agreement 
or contract and other certificates of approval can be submitted to the PRC 
Customs Office at Jiulong to make a declaration of materials to be imported, 
obtain the appropriate Customs handbooks, go through procedures necessary for 
direct importation, and deal with other related matters. 


Once all the above procedures have been completed and Party B has legal, 
corporate status, the enterprise (Party B), may formally declare itself open 
for business and may enjoy all appropriate preferential treatment due it from 
the Shenzhen SEZ. 


12221/12851 
CSO: 4006/47 
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ECONOMIC ZONES 


TIANJIN HANDLES MORE EXPORTS, FEWER IMPORTS 
HK220903 Beijing CHINA DAILY in English 22 Jan 87 n 2 
[Article by staff reporter Song Ning] 


[Text] Tianjin--The second largest foreign trade port in China is coping 
with the country's move to encourage exports and control imports. 


Tiantin handled 6.94 million tons of export cargo last year, an increase of 
28.2 percent over 1985, thanks to the port's efforts in technical renovation 
and improved management, a port official said. 


This accounted for 38.2 percent of the port's total volume of 18.18 million 
tons, compared with 29.2 percent of the previous year's total, Tang Benzhen, 
its chief engineer, told CHTNA DAILY. 


But the port handled 280,000 tons less cargo last year than in 1985 because 
of China's "strict control" on imports due to limited foreign exchange resour- 
ces, Tang said. 


The import cargoes it handled fell by 14.2 percent last year. They were 70.8 
percent of the total volume in 1985. 


The port, which chiefly deals with bulk cargo and crude oil shipments, will 
continue to expand and renovate existing facilities. The State Council has 
permitted it to use its own profits for expansion and renovation. 


It plans to build 70 new docks by the year 2000, the chief engineer disclosed. 
At present, it has 34 docks. 


Troubled by inadequate information services, the port is scheduled to invest 
$8.5 million to computerize management before 1990. 


/7358 
cso: 4020/90 
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BANKER CALLS FOR TEN CHANGES IN FINANCIAL MANAGEMENT 
Beijing ZHONGGUO JINRONG [CHINA'S BANKING] in Chinese No 7, 4 Jul 86 pp 7-12 


[Article by Liu Hongru [0491 7703 0320}: "Ten Changes in Macroeconomic Control 
of Finances") 


[Excerpts] In the course of our work and financial reform over the past 2 
years, we became acutely aware that we need to adapt to a planned commodity 
economy in our thinking, our institutions, our work habits, and our work 
methods, and change all those management systems, guiding principles, and work 
methods incompatible with the development of a commodity economy. Here I want 
to discuss primarily the 10 changes that must be effected in macroeconomic 


financial management. 


1. From the Dominance of Direct Control to that of Indirect Control 


Instead of direct control with its major reliance on administrative rethods, 
we should now gradually shift to indirect control featuring primarily economic 
mechanisms. For sometime to come, we should use both. For the time being, 
however, we must continue to depend mainly on direct control. So how we go 
about effecting the transition step by step is an issue that we must address 
now. 


2. From Management by Planning Target to Management by Control Objective 


In the field of finance, how to achieve the objective of a planned commodity 
economy involves a specific question of management by objective, in other 
words, what Westerners call intermediate objective. There are four ultimate 
objectives: develop the economy, stabilize the currency, lower unemployment 
rate, and balance the international payments. To achieve these ultimate 
objectives, we need intermediate management objectives. We used to rely on 
management by anmual planning objectives, but it will no longer do for us to 
continue to use them exclusively. We must devise a kind of control objective. 


Management by objectives cannot do without planning. However, it is not easy 
to make detailed plans. In the past, we drew up a plan at the beginning of a 
year, then handed down targets level by level and used targets to exercise 











control. This is out of step with the development of an ever- arr 
commodity economy. Therefore, we mist work out a kind of control object 
basket for a certain time frame (1 year, 1 quarter.) Taking realities as “the 
starting point, we believe this objective should still be one of controlling 
the money supply. It is essential that we control demand and inflation if the 
money supply, including cash and deposits, is to meet the needs of economic 
development, prevent an economic recession, amd promote the economy. As for 
how to calculate the money supply, we have worked out several schemes which we 
will gradually put into trial use. t is crucial that we manage the money 
supply at different levels. We must graduate from simply controlling cash to 
controlling the entire money supply, including cash. 


Another issue related to management by control objective is —— 3 the 
scale of lending. Given our present situation, we cannot control the money 
Supply overnight, so we must control the scale of leniing in addition. Right 
now, we should adopt a dual control approach: one, controlling cash and the 
entire money supply; two, controlling the scale of lending. At the mmert, we 
should concentrate on controlling the scale of lending, upplemented by 
control of the money supply. In the future, we should slowly shift our focus 
to the control of the money supply. There is a definite advantage to 

mtrolling the scale of lending: it works quickly, but the problem is that it 
is overly rigid and tends to undermine banks' initiative to attract. deposits. 
This year we have modified this control method. Instead of setting strict 
control targets for specialized banks in addition to issuing them a lending 
plan, as it did last year, the People's Bank forecast the scale of lending 
based on economic projections and followed the forecast to adjust its amount 
of re-lending to various specialized banks. 


3. From Relying Mainly on Command Planning to Guidance Planning 


must work through control abjectives as wall, the planning system itself must 
be transformed. This transformation means replacing command planning with 
guidance planning as the method of plamiins. 


What should remain within the purview of command plamning? At present there 
is mo consensus on this. One school of thought holds that with the exception 
of loans to finance fixed assets investments, all else should be under 
Guidance planning. Another argues that both the money supply and fixed assets 
investment loans should be under command planning. Which part of our plan 
should really be under command planning, which under guidance planning? I 
think most should be under guidance plamning. In our bank's experience over 
the years, what passed for guidance planning was actually inte rmedi ate 
adjustment and account settlement at year end. Credit operates in turmover. 
When we make plans based on the figures on the last day in the year, we are 
ignoring the characteristics of the circulation of credit funds and make wrong 
calculations. Besides, the commodity economy itself changes constantly. 
Taken together, these two factors require us to change the present planning 
system, that is, use guidance planning primarily and command planning 
sparingly. 








As the planning system changes, so should planning procedures and management 
methods. First, planning procedures. Right now what we do is this. We begin 
by determining the volume of funds required, then the amount of cash to be 
issued. Only later do we look for ways to expand deposits. When deposits 
fall short, we cut back on working fund loans. But working funds can be 
reduced only in a plan, not in the real world. That is, our present planning 
procedures are flawed in themselves and cannot reflect actual changes in the 
economy. Under these procedures, we first determine need and look for sources 
later. Implemented improperly, they will lead to a bloated money supply and 
inflation. The planning procedures must be changed. In other words, we 
should determine the growth of the money supply in accordance with economic 
expansion, reasonable price increases, and the rate of money circulation. 
Only then should we proceed to decide the extent to which lending should 
increase. Also to be changed is the method of calculation. Now we calculate 
absolute numbers, such as so many dollars in loans, so many dollars in 
deposits, and so many dollars in money supply issued. In the future we must 
gradually calculate in terms of growth rate, that is, projecting the growth 
rate of money supply and lending as well as these quantities in absolute 
terms, based on economic growth, price increases, changes in the rate of money 
circulation, and other economic factors. Moreover, planning and forecasting 
must proceed simultaneously. In the past, after drawing up a plan, we used to 
review its implementation at mid-year. This practice we must continue for the 
time being. At the same time, however, we must gradually replace review with 
forecasting--of the economy, funds, deposits, and the money supply. We should 
be ready to adjust our policies and measures--either relaxing or tightening 
the money supply--at all times in response to forecasting. Only thus can we 
adapt to the development of a commodity economy and effectively regulate and 
control economic activities. 


With our planning becoming predominantly guidance planning over time, what we 
will be doing in the future is constant forecasting--choosing between a tight 
or easy monetary policy in response to forecasts, instead of constant 
adjustment of the plan. 


4. From Neglecting Derivative Deposits to Controlling Them 


Over the past several years, we reformed aspects of the planning and fund 
management systems and made it possible for banks to increase lending as they 
attract more deposits and assume responsibility for the difference. All this 
has generated much discussion everywhere. Some say it is wrong to allow banks 
to make more loans when their deposits go up and fault it as the root cause of 
credit explosion. Another viewpoint holds that the more deposits, the better, 
and refuses to recognize the existence of derived deposits. This debate 
reflects the lack of agreement in our understanding and also gives rise to 
some problems in our daily work. What is the target of macroeconomic 
regulation and control? Is it harmful to let banks lend more money when they 
have more deposits in hand? 


We should have a correct understanding of derivative deposits. Derivative 


deposits are a common and inevitable phenomenon in bank credit, a skill 
whereby banks create credit circulation instruments. In a world of commodity 
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production and commodity exchange, currency is a medium. The basic function 
of banks is to provide society with currency. There are two kinds of 
currency: cash and deposits. When banks provide cash only, the question of 
derivation does not arise. But when they take in deposits, then the issue of 
derivation necessarily comes up. And the supply of currency must come from 
loans. 


We have never studied derivative deposits in the past; for decades our 
textbooks did not consider it. In contrast, it is general knowledge in Western 
economics. This is because dezivative deposits did not pose much of an issue 
in real life then. We used to have just one bank. All the deposits of layer 
upon layer of branch organizations had to be submitted upward, while loans 
were allocated downward through the system. In this kind of allocation 
system, the problem of excessive derivative deposits causing inflation does 
not arise. Things are different these days. In a financial system consisting 
of several banks in addition to the People's Bank, which functions as the 
central bank, the question arises as to how to deal with and manage derivative 
deposits. In the West, the central bank's macroeconomic management is mainly 
concerned with what to do about derivative deposits. This is because as far 
as commercial banks and financial institutions are concerned, deposits are 
always the cornerstone of their business activities. They can make more loans 
only if they can attract more deposits. This is a minimal requirement for 
running a bank and cannot be faulted since it is neither theoretically flawed 
nor practically injurious. If a commercial bank does not base its rising 
lending on rising deposits, then it loses its raison d'etre. If we are to 
mobilize the banks' initiative, therefore, we must uphold the principle of 
more deposits, more loans. What remains to be addressed is the question of 
how to regulate and control derivative deposits; if we allow specialized banks 
to increase their loans without any restraints, then lending will get out of 
hand. 


A central bank controls derivative deposits by securing a quantity of funds, 
which Western scholars call basic or high-performance money. That is, the 
central bank removes part of the deposits of all the banks to itself in 
addition to controlling the power to issue currency. Put these two kinds of 
money together and you have what is called the central bank's high-performance 
currency. Once the central bank controls the level of this currency, it will 
be able to control the entire money supply, the scale of lending, and the 
multiple of derivative deposits. That way lending will not get out of control 
no matter how much credit specialized banks give out or how much deposits they 
absorb. Provided it keeps a tight rein on basic money, the central bank has 
no cause to worry about the lending of specialized banks. This way the 
initiative of specialized banks will be better protected and brought into 
fuller play. 


We can thus conclude that it is not dangerous in itself to encourage 
specialized banks to absorb more deposits. The key question is whether or not 
the central bank succeeds as a macroeconomic controller. 


5. From Relying on Mainly Administrative Mechanisms to Relying on Mainly 
Economic Tools, Supplemented by Legal Ones 
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In the past we applied essentially administrative tools for management 
purposes. Now we must gradually replace them with economic devices, 
supplemented by legal ones. How then can we master economic devices, or 
instruments of monetary policy in Western terminology? Below is a brief 
description of several instruments of monetary policy. 


Deposit reserves. Originally intended as a means to ensure fund security, 
deposit reserves have now become a monetary policy instrument. In China, the 
most discussed aspect of deposit reserves is: How do we set the rate of 
deposit reserves? The present single uniform rate is only a transitional 
measure. When we started using this policy instrument, none of us was very 
familiar with it, and an interim method was necessary. Nations classify 
deposits differently and vary in the amounts that large and small banks are 
required to put into the deposit reserves. We must examine closely how 
China's deposit reserves can be differentiated. Deposit reserves play a more 
important role in China than in the West. Deposit reserves enable us to 
secure part of the funds. But given the present situation, it is unlikely 
that we can vary the rate of deposit reserves frequently. 


Surplus reserves. Apart from paying deposit reserves, specialized banks must 
also make deposits at the People's Bank. Experts at the International 
Monetary Fund suggest that an excess of surplus reserves may lead to a loss of 
control in the macroeconomy. Put it differently, when specialized banks have 
too much deposits on hand, they pose a threat to macroeconomic control. In 
China, specialized banks are large institutions with numerous branches. They 
are widely scattered in regions with uneven levels of development and lack 
transport or telecommmnications facilities. A big part of the funds scattered 
in these branches are required to cover basic expenses and meet emergency 
needs. Needless to say, we must also study the question of loss of control 
brought about by surplus reserves. 


Re-lending. Practice in recent years makes us realize that re-lending by the 
central bank, that is, so-called short-term loans, is presently the most 
effective monetary policy instrument. At present re-lending is in a 
continuous upsurge, for two reasons. First, although deposits at specialized 
banks are rising, most of these deposits are basic funds already tied up. 
When banks need funds, the central bank must increase its re-lending. Second, 
we cannot keep adjusting the plan often. It is neither flexible nor accurate 
to manage through allocation targets as it takes time for targets to reach the 
grassroots, a condition ill-suited to the constantly changing commodity 
economy. Hence the need for flexible coordination and allocation by the 
central bank to tighten or ease money supply in a certain region or throughout 
society through reining in or liberalizing re-lending. Some comrades suggest 
that re-lending funds be allocated among the specialized banks to ease their 
cash flow. This is not possible because these funds are deposits by 
specialized banks in the central bank. They can only be used as loans and not 
as allocations. What we have today is fund management, not target management, 
so re-lending by the central bank is the only option. As for how to manage 
re-lending, that has to be worked out, but it must be carried out in a way 
that will neither affect the initiative of specialized banks nor lose 
macroeconomic control. 
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Open market. Since we have not established a fund market, we cannot make use 
of open market services for the time being. Still we can dabble in them ina 
small way and develop them gradually. 


Rediscount. Rediscount makes it possible for specialized banks to transform 
their credit loans from the central bank into bills. Some people worry that 
rediscount can swell the money supply. I do not think it will because it only 
changes the form of loans, not their quantity. 


We must further explore how else the central bank regulates. We cannot keep 
relying on old administrative tools but must use even more administrative 
methods to regulate and control effectively. 


6. Changing the Relations between the Central Bank and Specialized Banks 
from One of Allocation to One between Lenders and Debtors 


Since we were part of one bank in the past, there arose historically a 
relationship of allocation and supply. This relationship remains after the 
specialized banks were spun off. To pursue reform and adapt to its needs, 
however, we must change this relationship to one between lender and borrowers. 
The various banks are independent economic entities and must be operated 
independently. As a state organ exercising leadership over and managing 
financial affairs, the central bank is responsible for drawing up the credit 
plan and financial policy. The central bank and specialized banks are 
independent from one another and discharge different functions. Therefore we 
must take into account the initiative of specialized banks at the same time as 
we enable the central bank to carry out macroeconomic management beneficially 
and effectively. We must also see that the central bank is not an ordinary 
state agency. It is a bank for the banks, but it is still a bank. The 
difference is that it now has a new clientele--the various specialized banks 
and financial institutions. In this sense, the central bank is a functional 
leader for the specialized banks, on the one hand, and a business partner and 
lender of funds for the latter, on the other. The central bank exercises its 
functional leadership primarily through planning, while its business 
transactions and fund relations with the specialized banks are mainly 
manifested through fund independence. Fund and planning must be separated 
from each other. The execution and fulfillment of a plan depends on 
mobilizing the initiative of all banks. When specialized banks run out of 
funds in their lending program, they can borrow from other banks. Should they 
still need more funds, they can ask for funding support from the central bank. 
This support is a lending-borrowing relationship. The central bank is not 
obliged to satisfy all the fund requirements of specialized banks. If it 
does, then our macroeconomic control will not work. Of course, we must solve 
another issue and that is that specialized banks for their part are not 
responsible for meeting enterprises' fund requirements, either. If they are, 
then the central bank is bound to do the same with regard to specialized 
banks. Having said that, the central bank must still do all it can to support 
the development of specialized banks and financial institutions. 
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7. From Managing Bank Credit to Managing the Credit of Entire Society 


There have appeared so far three kinds of credit activities in China: first, 
indirect fund-raising, that is, fund-raising through banks and financial 
institutions; second, direct fund-raising between enterprises, including 
commercial credit and various stocks and bonds, etc.; and third, private, 
individual credit activities. The central bank must manage the entire 
spectrum of credit activities in society and, through various policies and 
measures, guide them to make sure they are conducted in a way in line with 
state strategic demands. 


The only form of credit permitted in the past was bank credit; no other form 
of credit was allowed to exist. This is so-called concentrating all credit in 
the state bank. In those days we considered our job done so long as we 
managed bank credit well. Thing are now different. The appearance of 
multiple forms of credit has resulted in many complex issues, a situation that 
all developing nations come across. After the central bank strengthens 
control over commercial banks, there inevitably arises the transfer of credit 
to non-bank institutions. Consequently, we cannot simply control specialized 
banks without keeping an eye on credit activities in society at large. 
Meanwhile, with autonomy being decentralized to enterprises and horizontal 
inter-enterprise linkages expanding, non-bank financial activities necessarily 
occur when bank credit fails to meet the need of new economic activities. We 
must neither simplistically deny this kind of credit nor proncte it blindly. 
Instead, we must study it in earnest and guide it properly. 


Given the existence of different spheres of credit activities and China's vast 
territory, it is difficult to rely solely on the central bank to manage the 
macroeconomy. What is needed is multi-level macroeconomic regulation, 
control, and management. We must make increasing use of branches of the 
People's Bank, step up forecasting and analysis of economic changes, 
strengthen report on macroeconomic changes, regulate funds flexibly, and 


satisfy the requirements of macroeconomic management. 


Managing credit in society at large also means managing foreign exchange 
credit and foreign debts, to which we have paid insufficient attention in the 
past. It is not enough for the People's Bank to concern itself with the 
renminbi alone. Foreign exchange and foreign debts are a major issue that 
impacts the overall situation and directly influences changes in the money 
supply and the scale of lending. The international balance of payments too is 


a key policy target. 


8. From Controlling Quantity to Adjusting Structure as well as Controlling 
Quantity 


Controlling and regulating quantity is always necessary. Only by controlling 
the size of the money supply and the scale of borrowing can we control 
inflation nationally and promote balanced economic development. Our 
experience in recent years, however, tells us that in the absence of 
structural adjustment, we will not be able to control or regulate scale or do 
so without much success. In 1984, the growth of the money supply and lending 
out of hand, accompanied by structural irrationalities. In 1985, we were more 
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effective as far as holding the size of the money supply in check was 
concerned, but did less well in adjusting the economic structure; loans which 
should have been approved were not, the result of a "rigid policy which did 
not differentiate between different cases on their individual merits." 
Consequently, microeconomic invigoration was weakened. This year we had 
relaxed the money supply appropriately, which means that if we do not adjust 
the economic structure properly, we will wind up approving loans which should 
not be approved. That is why we must regulate the economic structure by first 
cutting back on infrastructural projects and adjusting the product mix. The 
most striking feature about economic life today is the rapidity of market 
changes and the poor adaptability of production. We have emphasized time and 
again reform must employ market mechanisms, but when the market really works, 

we are at a loss what to do. If the product mix cannot be modified in time to 
meet changes in the market structure, then the more loans we issue, the larger 
the overstocks. As we have only a limited number of tools with which to 
adjust the structure, we must look into means with which the central bank can 
regulate the structure through specialized banks. 


9. From Static Regulation to a Combination of Dynamic and Static Regulation 


We are wont to drawing up a plan at the beginning of a year and act by it for 
the rest of the year. This is static management. We do not do sufficient 
research on mid-year changes and dynamic changes. We react slowly with 
ineffective measures. Consequently, the plan made early in the year proves to 
be inaccurate, we must account for our debts at the end of the year, and there 
are requests to increase targets at mid-year. Economic life in the real world 
is not static and changeless. First of all, credit and credit funds circulate 
in cycles. When people make deposits, the bank lends them out. The money 
supply is now tightened, now eased. And on it goes, in endless cycles. It is 
unscientific to rely solely on figures on the last day of the year as a clue 
to credit activities. These figures do not tell us the true picture. A major 
weakness in our banking is the lack of dynamic analysis. We managed to do 
without it so far because the bank merely functioned as an accountant and 
teller in the past. As long as the production and circulation plan was in 
place, the bank would simply pay the bills, and when the production and 
circulation plan changed, the bank would change its plan accordingly. There 
was little room for discussion and no need for study and analysis. No longer. 
A commodity economy has developed in China. Within the same year, the same 
season, and even the same month, commodity production and exchange change 
constantly, as do the supply and demand of commodities, and even the balance 
and imbalance of both suppliers and demanders. To do a good job in 
macroeconomic management and regulation, we must analyze dynamic change, make 
monthly and quarterly forecasts and thus seize the initiative. Second, time 
gap relations. There is a time lag between changes in funds and changes in 
commodity. A measure of time must elapse between the discovery by the bank of 
a problem, the decision to take action, and the point at which these decisions 
are transmitted to the production and circulation sectors and begin to take 
effect. Time lag changes follow objective laws, but there are also 
extraordinary conditions. All this deserve to be studied seriously. We 
should also look for ways to reduce the time lag. Currently the central bank 
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depends on the specialized banks to transmit its policies to the enterprises, 
which is too time-consuming and not in the interest of flexible regulation and 
effective macroeconomic control. So, how to speed up policy transmission and 


10. From Emphasizing Financial Information to Emphasizing Economic Information 
and Economic Research 


In our banking, we have become keenly aware of the lack of information. For 
instance, industrial production slowed down early this year, but we did not 
understand or report it quickly. There are objective reasons for this lack of 
information: not enough modern equipment, manpower shortage, lack of 
coordination between research at the central bank and specialized banks, etc. 
But a very important reason is this: often we only pay attention to 
abnormalities in financial data, while neglecting economic conditions. Such 
neglect means that we are slow to draw attention to them. Last January and 
February, the financial situation was quite good, but we failed to take 
sufficient notice of the problems in economic growth. Even today we still do 
not clearly understand many aspects of the economy. What really are the 
trends in industrial production this year? Why did industrial production only 
inch up while the money supply grew much more rapidly? What accounted for 
slow expansion in agricultural loans and the equally small demand in all 
quarters? The market is doing a brisk trade, but the growth rate is 
lackluster. Among currency withdrawn from circulation, credit makes up a 
substantial part, while the share of agricultural loans is small. How does 
this impact the economy? All this is not clearly understood right now and 
must be looked into. Also, exchange rates in the international financial 
market are in a constant state of flux. We must keep a close eye on them as 
well. 


Our investigation must take in all economic activities. Otherwise, the 
central bank will be unsure of things and cannot come to grips with issues. 
Its actions will be ineffective and it will always remain in a passive 
position. If this part of our work is not put on a sound footing, then all 
our work cannot be put on a sound footing. This is because in the absence of 
speedy reporting, even the most effective of measures will be of no avail. 
Our first priority, therefore, is to report the economy; we must put 
information work before everything else in basic work in banking. 


12581 
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FINANCE, BANKING 


IMPORTANCE OF ESTABLISHING FOREIGN EXCHANGE MARKET 
Beijing JINGJI RIBAO in Chinese 8 Nov 86 p 1 


[Article by Gao Yongyi [7559 3057 3015}: "It is Possible and Necessary To Open 
Up a Foreign Exchange Market"} 


[Text] Over 100 financial experts and scholars from all over the country 
gathered at Chengdu in mid-October for the fourth annual symposium of the 
China International Finance Society. Comrades at the symposium believed that 
since China was opened to the outside world, foreign exchange funds have been 
playing an expanding role in China's four modernizations. In the future, as 
the policy of opening to the outside world continues, foreign exchange funds 
will not only be an important component of China's construction funds, but 
also have an impact on the circulation of Renminbi funds and the stability of 
the value of the Chinese currency that will become more evident by the day. 
To achieve effective macroeconomic control, therefore, the government must 
open up a foreign exchange market as well as a Renminbi fund market. 
Otherwise, we cannot make the most of the latter. 


Foreign Exchange Market is not Incompatible with Centralized Foreign Exchange 
Control 


Comrades at the symposium each aired their views in a heated discussion on the 
question of foreign exchange market. In their opinion, the foreign exchange 
market is where the macroeconomic regulation of foreign exchange funds meets 
with microeconomic invigoration and is an integral part of macroeconomic 
regulation. At a time when enterprises that have or need foreign exchange are 
proliferating, and horizontal linkages and financial cooperation are 
intensifying daily, a failure to establish a foreign exchange market and bring 
foreign exchange funds under macroeconomic control will only result in a more 
rampant foreign exchange black market, given the excess of foreign exchange 
demand over supply that has always existed in China. Such a development will 
militate against the rational regulation, raising, and distribution of foreign 
exchange funds, the maintenance of stable economic growth, and the 
stabilization of the Renminbi. Therefore we must manage foreign exchange 
funds as well as channel them. By establishing a foreign exchange market and 
gaining access to market information, we can bring about focused foreign 
exchange management. Not only is this approach compatible with centralized 
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foreign exchange control, but it happens to be a key instrument of 
strengthening such control. 


It is not only Necessary but also Possible to Open up a Foreign Exchange 
Market 


Symposium participants thought that as the planned commodity economy develops, 
the policy of opening to the outside is further implemented, and enterprises 
have more and more foreign exchange, both foreign exchange retained pro rata 
and that allocated by the government, foreign exchange earnings by export- 
oriented enterprises will go up by the day, as will the foreign exchange 
investments by foreign enterprises and extra-plan foreign borrowing by coastal 
cities like Shanghai and Tianjin. At the same time, domestic enterprises will 
need more and more foreign exchange funds to pay for imported technology, 
equipment, and raw materials. Financial institutions too will need more 
foreign exchange funds for short-term loans. This shows that it is possible 
as well as necessary to establish a foreign exchange market. 


A Market Will Help Pool Scattered Foreign Exchange Funds for Targeted Use 


The delegates pointed out that the primary source of funds in a foreign 
exchange market will be foreign exchange retained pro-rata by enterprises. 
Currently, however, foreign exchange retained pro-rata is scattered and cannot 
be turned to good account. According to some delegates, Tianjin's 908 foreign 
exchange-earning enterprises had over $19 million in retained foreign 
exchange in 1985. Of these enterprises, 5 had between $300,000 and 500,000; 
31, between $100,000 and 300,000; 314, between $10,000 and 100,000; 405, 
between $1,000 and 10,000; and 153, below $1,000. Foreign exchange funds thus 
scattered cannot be used in a focused way. If we establish a foreign exchange 
market, we can pool foreign exchange funds and use them to the best effect. 


Helps Promote Export and Restrict Import 


The delegates argued that a foreign-exchange earning unit can benefit 
economically by selling its foreign exchange on the foreign exchange market at 
market prices. This will be an incentive to them to sell more abroad and earn 
more foreign exchange. Import enterprises, for their part, must pay more in 
Renminbi to purchase foreign exchange on the foreign exchange market. As this 
will increase their import costs, it will help reduce imports. Prices on the 
foreign exchange market will reflect the relative value between Remminbi and 
foreign currencies more accurately, provide a truer gauge of the production 
efficiency of enterprises, expedite technical progress, and raise economic 
results. 


Will the establishment of a foreign exchange market lead to "instant chaos?" 
The delegates think that the key lies in controlling the demand for foreign 
exchange. In drawing up our plan, we should consider balancing the amount of 
foreign exchange used with the total amount of foreign exchange retained. At 
present China's price system is divorced from the international market and 
there are substantial disparities between the prices of domestic and foreign 
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products, enabling a minority of units and individuals to illegally buy up 
goods in short supply using foreign exchange in hand and to speculate in 
foreign exchange for profiteering purposes. This kind of speculative purchase 
is bound to generate an excessive demand for foreign exchange and undermine 
normal prices on the foreign exchange market. The delegates therefore 
suggested that the establishment of a foreign exchange market be accompanied 
by intensified control on foreign trade, strict enforcement of the license 
import system, the setting up of foreign exchange control machinery, and the 
formulation of foreign exchange control regulations to ensure the market's 
healthy development. Meanwhile, the Bank of China--the nation's specialized 
foreign exchange bank--should play an active role on the foreign exchange 
market. 
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FINANCE, BANKING 


CAUTION URGED IN DEVALUATION OF RENMINBI 
Shanghai SHIJIE JINGJI DAOBAO [WORLD ECONOMIC HERALD] in Chinese 17 Nov 86 p 2 


[Article by Liu Fukang [0491 4395 1660]: "We Should Be Very Cautious In 
Devalating the Renminbi") 


(Text} On 5 July this year China announced a 15.8 percent devaluation of the 
rerminbi against all foreign currencies. It is the latest major devaluation 
following a continuous downward slide in the value of the Chinese currency. 
Only time will tell the real effects of this exchange rate adjustment. But any 
economic policy has minuses as well as pluses, so it can only benefit the 
operation of the economy to analyze an economic policy, whether positive or 
negative. 


The Chinese currency is overvalued and does not accord with its actual worth. 
It is imperative that it be adjusted in accordance with changes in foreign and 
domestic market prices. But the situation is complicated by longstanding 
irrationalities in China's price system and the traditional dissociation 
between domestic and international prices. As far as the prices of industrial 
products are concerned, Chinese goods are much overpriced compared to their 
international counterparts. Although the renminbi is artificially high in the 
world, food, clothing, housing, transport, and services cost much less here 
than overseas. So far as these items are concerned, therefore, the renminbi 
is artificially low. Given China's special circumstances, devaluating the 
renminbi is not the major means of balancing the international balance of 


payments. Otherwise we will wind up paying a heavy price. 


The bulk of Chinese exports are primary products, most of them lower priced 
than their foreign counterparts. It is not prices which mainly prevent the 
further expansion of exports. The reason lies elsewhere, so devaluating the 
currency will not do much to boost exports. Our most urgent problem now is to 
improve product quality and raise its added value within a quota framework, 
and not to lower product prices. 


Our imports can be divided into two major categories, first, means of 
production such as technology, equipment, and raw materials, which are used in 
construction, and, second, upscale consumer goods like cars, refrigerators, 
and color television sets. At present, we must import the first category in 
vast quantities. If we restrict their import, our four modernizations will be 
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held up. By devaluating our currency, we will objectively be raising their 
import costs and hence putting up a barrier to their import. Should we 
depreciate the currency, we will make the second category of commodities more 
expensive, hence curbing their import to a certain extent. But the way things 
now stand, devaluation is not the only way to restrict their import. Import 
restraint can be achieved by foreign exchange control and adjusting the import 
tariff rates. Conversely, should we rely simply on devaluation without 
adjusting import duty rates and foreign exchange control policies, their 
import will not be curbed. 


Moreover, non-trade revenues also constitute a definite share of China's 
forcign exchange earnings. There are two major sources of non-trade revenues: 
overseas Chinese remittances, which generally do not go up substantially as 
the renminbi is devaluated, and tourism. A cheaper renminbi will indeed 
ottract more overseas visitors, but there is a negative side to that as well. 
On the one hand, with more tourists, foreign exchange earnings will go up. On 
the other hand, tourists spend most of their consumption dollars on clothing, 
food, accommodation, transport, and services, all of which are underpriced in 
China. This is a boon to foreign tourists in China but a loss to us. 


In short, if we analyze the international balance of payments from the 
perspectives of import, export, and non-trade earnings, we see that currency 
devaluation should not be our primary tool of balancing the international 
payments. Macroeconomic regulation in the future should consist mainly of 
comprehensive approaches and steer clear of devaluation as much as possible. 
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CREDIT COOPERATIVE FUNDING ARRANGEMENTS REVIEWED 
Beijing NONGCUN JINRONG [RURAL FINANCE) in Chinese No 15, 1 Aug pp 9-11 


[Article edited by Gao Honghua [7559 1347 5478]: "A Review of Credit 
Cooperative Financial Arrangements in the First Half of 1986") 


[Excerpts] In the past year credit cooperatives all over the country have 
acted conscientiously in the spirit of CPC Central Committee 1986 Circular Nc 
1. In addition state policies have enhanced and improved macroeconomic 
controls, we have successfully strengthened credit cooperative reforms, there 
has been a constant increase in credit cooperative funding sources, and 
econcmic strength has grown without interruption. These factors have provided 
the material foundation to sustain production in spring plowing, support 
readjustments in rural industrial composition, and promote further development 
of the rural commodity economy. 


As of the end of May surplus cash deposited in China's credit cooperatives 
totalled 76,754 million yuan, up 4,264 million yuan over the beginning of the 
year. This increase is 3,483 million yuan greater than the increase in the 
same period of 1985, ard it is the all-time highest savings increase for that 
time frame. 


The following featu. _ave emerged in credit cooperative savings in 1986: 


1. Compared with the same period of 1985, rural collective deposits decline: 
less. At the end of May collective deposits of surplus cash totalled 13,601 
million yuan, down 2,408 million yuan from the first of the year. However, 
the decline was 1,819 million yuan less than the decline during the same 
period of 1985. Provinces in which there was a fairly large decrease in 
savings declines are as follows: 


Table 1. Major Provincial Decreases in Savings Declines (in million yuan) 


Province Surplus deposited Compared with Decrease in decline compared 


by end of May year beginning with same period of 1985 
Shandong 1,467 -360 334 
Jiangsu 1,102 -330 332 


Liaoning 432 -72 204 








Sichuan 968 -68 200 


Shanghai 340 -333 109 
Henan 551 -121 109 
Guangdong 1,312 -26 105 


2. Rural household savings deposits increased more than they did during the 
same period of 1985. At the end of May deposits of rural household surplus 
totalled 63,153 million yuan, for an increase of 6,672 million yuan over the 
beginning of the year. This increase is 1,665 million yuan higher than the 
increase during the same period of 1985. Provinces in which savings increases 
rose significantly are as follows: 


Table 2. Significant Rises in Provincial Savings Increases (in million yuan) 
Province Surplus deposited Compared with Decrease in decline compared 


by end of May year beginning with same pericd of 1985 
Jiangsu 4,870 716 489 
Zhejiang 3,668 752 402 
Shandong 8,537 561 361 
Liaoning 3,180 350 174 
Shanghai 1,090 360 129 
Hebei 5,615 537 94 
Henan 3,640 172 75 


3. Fixed savings deposits have continued to increase, and they represent a 
rising proportion of all deposits. By the end of May credit cooperatives hac 
assimilated 46,073 million yuan in fixed savings deposits of surplus cash. 
This is an increase of 7,677 million yuan over the beginning of the year arc 
is 2,860 million yuan higher than the increase during the same period of 1985. 
Current deposits comtimue to decline. Fixed saving deposits constitute 72.95 
percent of all deposits, up 4.98 percent and 4.60 percertt, respectively, over 
the year beginning and the same period of 1985. Provinces in which fixed 
deposits comstitute a large percentage of all deposits are as follows: 


Table 3. Provinces with Significant Proportions of Fixed Deposits (in million 





yuan) 

Province Surplus Deposited Amount of this Percent of 

by end of May in fixed deposits Total 
Shanghai 1,090 1,072 98.35 
Jiangsu 4,870 4,431 90.98 
Sharoci 2,550 2,176 85.33 
Liaoning 3,180 2,558 80.44 
Shandong 8,537 6,581 77.09 
Shaaroci 1,343 1,025 76.32 
Zhejiang 3,668 2,814 76.71 
Fujian 1,653 1,257 76.04 








The increase in credit cooperative savings deposits this year is primarily the 
result of the following factors: 


A. We have had the concern and support of party and government departments: 
Party and govermment leaders everywhere have conscientiously studied and acted 
in the spirit of Premier Zhao Ziyang's directive on adopting various forms and 
every possible means to increase savings deposits. They have placed savings 
deposits first on the agenda and made them one of this year's major issue t« 
be tackled. According to partial statistics, in the past year more than 1( 
new kinds of savings accounts have been added or set up in various places, and 
prize-bearing and specialty accounts are the most numerous of these. Now 
nearly half of all provinces have initiated prize-bearing accounts and results 
have been notable. Based on statistics from 8 provinces, over 700 million 
yuan has been deposited in the newly added prize-bearing accounts alone. The 
following provinces show significant increases: 


Table 4. High Deposit Increases and Quantities in Prize-Bearing Accounts (in 


million yuan) 
Province Increase in deposits Amount attracted to 
prize-bearing accounts 
Jiangsu 716 180 
Liaoning 350 150 
Zhejiang 752 130 
Shandong 561 100 


D. We have reasonably increased the establishment of savings outlets: Based 
on needs and capabilities, this year there were increases everywhere in the 
establishment of savings network outlets. This resolves the difficulty 
peasants in some regions have had making deposits. According to partial 
statistics from 7 provinces, 3,400 new savings outlets were added this year 
(credit cooperative branches and stations, savings banks, savings agency 
offices, and so forth). The Zhejiang branch tackled the insufficient number 
of savings outlets by adding more than 300 new credit cooperative stations and 
over 500 township and town enterprise savings agency offices. This year Hebei 
added 220 new credit cooperative stations, 45 savings banks, and 18 credit 
cooperative branches, and now savings deposits handled through credit 
cooperative network outlets comprise over 70 percent of all credit cooperative 
deposits. In view of the new trend of peasants entering the cities to engage 
in commerce and manage enterprises, beginning in the last half of 1985 
Shandong coordinated urban and rural departments to set up trial urban entry 
service units for peasants. There are now 327 such service units set up in 
129 counties, and these have attracted nearly 400 million yuan in deposits. 


E. We have intensified publicity and service work: This year credit 
cooperatives have made intensified publicity and service work a major 
component of their work and made the best use of all effective publicity 
methods and service measures. In view of the fact that more families are 
saving money, there are efforts underway everywhere to improve service quality 
and continue developing the venerable tradition of undertaking service 
delivery to the countryside and to people's homes. This year Hebei selected 
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500 credit cooperative workers and staff members to work in the field 
augmenting mobile services and door-to-door deposits for the convenience of 
depositing households. It also guaranteed that field personnel would spend 70 
percent of their time on lower level services. Locations everywhere 
enthusiastically extended business hours and insisted on opening early, 
closing late, and remaining open at noon and on holidays. In Liaoning 30 
percent of the credit cooperatives branches and stations are open 12 hours or 
more a day now, and they are also making an effort to improve the quality and 
speed of deposit accounting and reduce customer waiting time. A considerable 
number of credit cooperatives that handle a significant amount of savings 
deposits have already installed electronic computers to calculate interest. 


In the past year many credit cooperatives have also added counter services and 
increased steps to make things convenient for people, such as subscribing tc 
newspapers and magazines and providing information services and financial 
advice. Where conditions are right credit cooperatives have also suitably 
decorated shop fronts to solicit customers and expand business. 


F. We have initated various effective competitive savings activities and 
stimulated fund management enthusiasm among workers and staff members. In 
particular, since the head office explicitly stipulated that there be 
individual rewards for deposits, enterprise activity has been further enhanced 
and workers and staff members have become enthusiastic to develop savings 
deposits. In the past year the Municipal Bank of Dalian launched in 
succession a savings deposit merit citation, a hundred-day contest, and a 
savings deposit month. Its savings deposits increased 13,600 million yuan, 
thus fulfilling 97 percent of the annual plan. 


G. While stressing savings deposits, we have not relaxed arrangments for 
collective-unit deposits. 1) We urge township and town enterprises everywhere 
to act conscientiously in the spirit of the State Council's 1985 "Circular on 
Strict Township and Town Credit Controls" and actively encourage enterprises 
to reasonably supplement their own circulating funds. This has allowed 
enterprises to increase some accumulations. 2) We help township and village 
governments enhance supervision of collective withholding funds. 3) We 
actively promote and help enterprises and collective units to adopt transfer 
accounting and conscientiously arrange transactions against debts. 4) Credit 
cooperatives in some regions have instituted floating interest rates for 
township and town enterprise savings and other collective-unit savings. 


While all credit cooperatives are concentrating on fund management work they 
are also promptly adjusting fund surpluses and defecits and accelerating fund 
turnover. From January through May credit cooperatives throughout the country 
adjusted funds (transfers in) in the amount of 1,088 million yuan. This 
enabled impoverished regions and credit cooperatives strapped for funds to 
resolve their financial problems, and it also provided a financial outlet for 


credit cooperatives in prosperous regions. 
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AGRICULTURE 


AGRICULTURAL COMMODITY BASES REPORTED FLOURISHING 


Beijing LIAOWANG [OUTLOOK WEEKLY] OVERSEAS EDITION in Chinese No 38, 22 Sep 86 
pp 17-19 


[Article by Xiao Jun [2556 6511): "China's Agricultural Commodity Production 
Bases Are Increasingly Prosperous") 


[Text] China is now concentrating on building commodity production bases in 
agriculture, animal husbandry, and fishery. There are 112 such bases included 
in the 1986 State Plan, and the state will invest 1 billion yuan in them in 
the next 5 years 


I. A Major Innovation in Agricultural Construction 


Just as when we put the production responsibility system into effect, when we 
construct commodity production bases in agriculture, animal husbandry, and 
fishery we are trying out a new innovation. 


Beginning in 1979, in the wake of intensified reforms in the rural economic 
system, China changed its old method of pursuing capital construction on 
farmland solely through fund and material allocations, and instead adopted 
cooperative state and local investment. In addition, using product linkage 
methods we selected regions possessing resource and product advantages in 
order to focus on establishing some base counties for agricultural commodity 
production. Funds collected and invested by the state were used primarily to 
build up weak links: to establish technological extension systems, systems for 
breeding improved varieties, and small-scale farm irrigation facilities. 


These reforms were welcomed by local governments and farmers and stimulated 
their investment zeal. Between 1983 and 1985 the state invested 250 million 
yuan and local areas invested 340 million yuan in building 60 commodity grain 
production base counties. State and local investment was in a proportion of 
1 to 3.6 [as published]. As for investment in freshwater breeding bases, 
state public finances accounted for 18.8 percent, local public finances 
accounted for 18.2 percent, and farmers themselves raised 63 percent. 


Up to now, in addition to the 60 commodity grain production base counties, the 
state and local areas have also cooperated in setting up over 300 livestock 
production base counties, 720,000 hectares of production bases for saltwater 


52 








and freshwater breeding, and nearly 100 farm export production bases. In 
addition to bases built by the central government there are also some small- 
scale bases constructed by provinces and cities. 


Among these bases, grain production bases are distributed primarily in the 
three northeastern provinces and Jiangsu, Henan, Anhui, Hubei, Hunan, Jiangxi, 
and Nei Mongol; freshwater fishing bases are mostly located in Dongting Hu, 
Poyang Hu, Tai Hu, Hongze Hu, and Chao Hu; livestock bases are concentrated in 
the northeastern, northwestern, southwestern, and south central regions. 


Not long ago, while on an inspection in Henan, Premier Zhao Ziyang and Vice 
Premier Tian Jiyun heard that the province was preparing to establish 40 
commodity wheat production base counties. They spoke favorably about this and 
indicated that they consider the establishment of agricultural commodity 
production bases to be a major reform in agricultural capital construction. 


II. A Vital New Force in Commodity Production 


The construction of commodity production bases in agriculture, animal 
husbandry, and fishery promotes the change from traditional farming to 
commercialized, specialized, modernized agriculture. 


Within the 60 commodity grain base counties, in the past 3 years 50 counties 
have built agricultural technology extension centers and most wards and 
villages have set up agricultural technology extension stations; some 9.6 
million agricultural techicians of all types have been trained; nearly 2,800 
new techniques have been disseminated; land has been improved, irrigation 
expanded, and waterlogging prevented on 240,000 hectares of land; 450 million 
kg of improved varieties have been bred; and improved breeds have been 
disseminated over 1 million or more hectares of land. These kinds of 
effective material and technological inputs have brought about large-scale 
growth in grain production and comprehensive development in agriculture, 
forestry, animal husbandry, sidelines, and fishery. From 1983 to 1985, 
although grain growing area was successively reduced due to revisions in 
agricultural composition, in the 50 commodity grain base counties already 
completed unit yields improved and gross output increased. The accumulative 
total grain production for those 3 years was over 80 billion kg, an increase 
of 20 billion kg over the grand total for the previous three years. Growth 
exceeded the national growth rate for the same period by 15 percent. As for 
saltwater and freshwater breeding, in the past 5 years the 480,000 hectares of 
bases that were completed and put into operation produced a total of 1 billion 
kg of fish and shrimp. 


Base construction has guaranteed sustained, stable market supplies of all 
sorts of agricultural produce. In the past few years the demand for meat, 
poultry, eggs, milk, fish, vegetables, and other commodities has increased 
among urban residents. The state has selected the outskirts of certain medium 
and large cities to establish production bases for meat, poultry, eggs, milk, 
fish, and vegetables. In addition, it has concentrated on breeding improved 
varieties, so there has been a major change in the supply of agricultural 
produce in medium and large cities in the past 2 years. In the 3 years from 
1983 to 1985 China constructed a total of 75 lean pork commodity production 
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bases. In 1985 200,003,000 pigs were slaughtered, yielding more than 50 
percent lean meat. In addition to handling the construction of perennial 
vegetable bases on the outskirts of the city, Beijing Municipality also 
established outside vegetable bases in Gaoyang County Shanxi and Yangyuan and 
Wanquan Counties in Hebei. When these bases had just been established in 1981 
Beijing Municipality was able to bring in only about 350,000 kg of vegetables 
per year. By 1985 the bases were shipping more than 50 million kg [as 
published] of vegetables. 


One obvious characteristic of these commodity production bases is that a 
Single operation is predominant and it is developed comprehensively. In the 
past Muyang County was the poorest county in Jiangsu: before 1982 the average 
per capita net income was less than 100 yuan. After being named a commodity 
grain production base by the state in the spring of 1983, within the short 
space of 2 to 3 years this county has become a scene of thriving livestock and 
Simultaneous development in the "5 industries"—agriculture, forestry, animal 
husbandry, sidelines, and fishery. In 1985 Muyang County residents each 
delivered to the state over 400 kg of commodity grain, and per capita income 


reached 300-plus yuan, making this the most prosperous county in Jiangsu. 
III. Accelerating the Pace of Opening to the Outside World 


As we establish commodity production bases in agriculture, animal husbandry, 
and fishery, everyone is giving full attention to importing foriegn capital 
and advanced technology. From 1979 to 1985 the Ministry of Agriculture, 
Animal Husbandry, and Fishery took the following steps to utilize foreign 
capital and import advanced technology: it established economic cooperation 
and technological exchange relationships with more than 80 nations and 
territories; it signed as many as 100 economic and technical cooperation 
agreements, including agreements signed between local departments of 
agriculture, animal husbandry, and fishery and foreign concerns; and it 
utilized a total of 1.12 billion dollars worth of foreign exchange. Of this, 
approximately 34 percent, and sometimes up to 60 percent, was used in medium 
and large development projects. For example, in some cases foreiagn capital 
used on projects such as Heilongjiang's 1.8-million-hectare grain and legume 
production base, dairy bases in the 6 major cities of Beijing, Tianjin, 
Shanghai, Wuhan, Nanjing, and Xi'an, and the commodity fishery base in Hongze 
Lake reached as high as 100 to 200 million dollars. 


To hasten construction of a system of improved breeds on commodity production 
bases, various locales have imported large quantities of improved crops, fruit 
trees, vegetables, breeding cattle and sheep, lean hogs, and brood chickens 
from more than 70 nations and from the International Agricultural Science 
Research Center. Simultaneously they have brought in advanced techniques ani 
equipment. For example, Putian County Fujian made use of its advantage as the 
home base for overseas Chinese and brought in 1.8 million dollars worth of 
foreign exchange through various channels. They constructed seven aquatic 
breeding bases, thus raising the saltwater breeding area in Fujian to over 
1,300 hectares. 
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IV. Accelerating Development of Export Commodity Production Bases 


Up to now China has set up nearly 100 agricultural export commodity bases. 
These produce live pigs and cattle, goatskins, mink pelts, table chickens, 
apples, citrus, prawns, and long-haired rabbits for export. In 1984 China 
exported commodities worth a total of 24.4 billion dollars, including 4.1 
billion dollars of foreign exchange created by agricultural and sidelines 
products. In 1985 the total value of agricultural exports rose to 4.7 billion 
dollars, up 5 percent over 1984. Approximately 30 percent of this was created 
through commodity production base exports. In recent years, Guangxi Zhuang 
Autonomous Region has brought in foreign exchange to establish various kinds 
of agricultural export production bases dealing in aquatic products, 
livestock, fruit, grain oils, and so forth. In 1985 these bases exported 150 
million dollars worth of goods, marking the region's greatest export success 
in history. Export foreign exchange earnings for the first 5 months of 1986 
totalled 10 million dollars, up 20 percent over the same period of 1985. 


It is reported that in the next stage China will expand construction of 
commodity bases in agriculture, animal husbandry, and fishery, focusing on the 
following three kinds of bases: 


1. Urban Non-Staple Food Bases. On city outskirts and in noted commodity 
production zones we plan to construct a number of meat, egg, poultry, dairy, 
fish, vegetable, fruit, flower, and top-quality grain bases in order to 
provide medium and large cities with ample top-quality agricultural and 
sideline products. The preliminary plan is for commodities suppied by 
production bases to bring up per capita consumption in China's 46 
municipalities, provincial capitals, and open coastal cities to the level of 
40 kg of meat, 15 kg of milk, 17.5 kg of eggs, 19 kg of aquatic products, 20 
kg of fruit, and 182 kg of vegetables by 1990. 


2. Agricultural and Sidelines Export Bases. The coastal open economic 
regions and the export commodity production bases already established in 
agriculture, animal husbandry, and fishery must proceed based on international] 
market needs, vigorously improve product quality and assortment, and 
constantly increase our ability to compete on the international market. By 
1990 we must produce a major increase in the quantity of farm, livestock, and 
aquatic exports. We must strive to achieve approximately a 12 percent annual 
increase in export foreign exchange earnings. 


3. Developmental Bases. In impoverished regions where there are resource 
advantages and conditions for development we must methodically establish bases 
to create the necessary conditions for changing the face of these regions. 
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AGRICULTURE 


DEVELOPMENT OF CHINA'S FOOD INDUSTRY DESCRIBED 
Beijing DILI ZHISHI [GEOGRAPHICAL KNOWLEDGE] in Chinese No 7, 7 Jul 86 pp 2-3 
[Article by Zhu Xiang [2612 5046]: "China's Food Products Industry"] 


[Text] The food products industry is an important sector of light industry. 

It uses farm products as raw materials to directly service the people's lives 
and it includes more than 20 industries like grain processing, oils and fats, 
meat processing, sugarmaking, saltmaking, cigarette rolling, brewing and 
distilling, teamaking, canning, dairy products, beverages, flavorings, pastries, 
and others. The food industry is characterized by a wide range of raw 
materials sources, obvious seasonality of processing, universal sales of 
products, and highly regionalized production. Viewed from the perspective of 
the layout of production and agriculture as the basic foundation, the develop- 
ment of the food industry is determined by consumption levels and its economic 
results are restricted by shipping factors, so a widespread and decentralized 
distribution of the food industry is appropriate. It is primarily a medium- 
and small-scale activity, although large-scale enterprises can be built in 
regions with better economic conditions. The food industry requires only 
limited investments and produces results quickly. Each 100 yuan in fixed 
assets can create threefold more taxes and profits per 100 yuan of fixed assets 
than the tax and profit rate for industries as a whole. 


The food products industry in old China had a definite foundation and was sur- 
passed only by textiles, so it was the second largest light industrial sector. 
It was, however, found mainly in coastal regions and was highly concentrated 

in cities like Shanghai, Tianjin, Qingdao, Nanjing, Guangzhou, Dalian, Beijing 
and others. China's food industry has developed very quickly over the 30-plus 
years since liberation and its scale has grown continually. The value of 

output in the food industry in 1983 was 78,535,000,000 yuan, which was 7.85-fold 
the amount in 1952. It occupies third place among industrial departments behind 
the machine and textile industries. It accounts for 12.9 percent of the GVIO 
and is growing at an annual rate of more than 10 percent. There have been 
major improvements in the distribution of the food industry and it is moving 
gradualiy away from concentration in coastal regions and expanding into the 
interior, so the distribution of production is assuming a trend toward ration- 
ality. China's food industry has developed vigorously over the past few years 
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and progress has been especially rapid, as indicated by the strong interest 

in establishing food products industries, integrating food products enter- 
prises, developing knowledge and technology and joint Chinese-foreign invest- 
ment and cooperation. Tianjin has opened a food products street and 

Bengbu [Anhui Province] has developed a food products city. The world's 

food industry is developing in the direction of diversification, integration, 
multiple purposes, high conversion rates, cleanliness, good taste, high 
grades, beautification, convenience, and fineness. China's food industry 
remains comparatively backward at the present time with a value of output that 
is only one-third that of the GVAO (the value of output in the food industry 
in industrially developed nations is equal to the value of output in agricul- 
ture), and the amount of grain used in the food industry is only 4 percent of 
total grain consumption. Successive bumper harvests in agriculture over the past 
few years have created an urgent demand for local conversion of large amounts 
of grain and a multitude of farm and sideline products to make it convenient 
for the people to find pastries, candies, tobacco and liquor, beverages, dairy 
products, and other finished or semifinished goods. This will make life more 
convenient and increase the value of output as well. China is extremely rich 
in food product resources and consumer markets are exceptionally broad, which 
means that there is great potential in the food industry that can be exploited 
and the prospects for development are particularly bright. 


The Grain-Processing Industry 


This includes the two major sectors of the flour industry and the rice-milling 
industry. Total grain output in China in 1985 was 378.98 million tons. Wheat 
is the main food grain in northern China as well as a basic raw material for 
the flour industry. China produced 87.68 million tons of wheat in 1984, 

70 percent of it in the north. The better shipping and storage conditions for 
wheat than for flour have meant that the best location for the flour industry 
is in consuming regions to permit local processing and local consumption. Most 
of China's flour industry is located in the primary consumption center of 
concentrated wheat production in the north. Large flour mills have been built 
in Zhengzhou, Xi'an, Lanzhou, Urumqi, Taiyuan, Beijing, Shenyang, Changchun, 
Harbin and other cities. Paddy rice is China's main grain crop. Paddy rice 
output in China was 178.09 million tons in 1984, 95 percent of it in the 

Chang Jiang basin south of a line running from Qinling to the Huai He and 

in south China and the various provinces of the southwest. The distribution 

of the rice-milling industry is similar to that of the flour industry and tends 
to be concentrated in consuming regions. Many rice mills of varying size have 
been built throughout China's paddy rice regions and in some communications 


centers. 
The Oils and Fats Industry 
This includes the two major sectors of oil pressing and processing of oils and 


fats (such as the producticn of soap, oil-based paints, printing ink, glycerine, 
and so on). It can be divided according to the source of raw materials into 
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plant oils and fats and animal oils and fats. It also can be divided on the 
basis of product qualities into edible oils and fats and industrial oils and 
fats. China's most widely used plant oils and fats come mainly from peanuts, 
rapeseed, sesame, soybeans, cotton, and flax. The first five types of oils 
account for more than 90 percent of plant oil sources. Total oil output 

in China (not including soybeans) during 1984 was 11,852,000 tons, which 
included 4.81 million tons from peanuts, 4,194,000 tons from rapeseed and 
467,000 tons from sesame seed. In addition, 9.7 million tons of soybeans 
also were produced. Oil output in China reached 15.78 million tons in 1985, 
up 32.5 percent over 1984. The oils and fats industry generally exists on a 
rather small scale and is found mostly in regions that produce the raw materials, 
which can reduce shipping and provide assistance to agriculture through side- 
line products. The distribution of the oils and fats industry displays an 
obvious regionality: the center of soybean oil production is at Dalian, 
Yingkou, Dandong, and Harbin; the center of peanut oil production is located 
at Qingdao, Yantai, Jinan, and Tianjin; the center of sesame oil production 
is at Zhengzhou, Kaifeng, Anyang, and Wuhan; most of the industry processing 
rapeseed oil is located in large- and medium-sized cities along the banks of 
the Chang Jiang and to the south of it. Most animal oils and fats production 
is closely linked to meat processing. 


The Sugarmaking Industry 


Sugarcane is the main raw material used in the sugarmaking industry in China 
(accounting for 85 percent), followed by sugar beets and a small amount of 

sugar made from sorghum, coconuts and other things. Total output of sugar 

crops in China in 1985 was 60.38 million tons, while sugar output during the 
same year was 4.45 million tons. Per capita sugar output was 4.25 kilograms 

and per capita sugar consumption was 4.5 kg (world sugar output was almost 

100 million tons and per capita consumption was 22 kg). The overall distribu- 
tion of sugar crops in China is "cane in the south and beets in the north.” 
Most sugarcane is found in the region south of 24°N and yields average about 
7,000 jin per mu. Total sugarcane output in China during 1985 was 51.47 million 
tons (not including Taiwan Province), and the five provinces of Guangdong, 
Guangxi, Fujian, Sichuan, and Yunnan accounted for 90 percent of total output. 
Guangdong has one-third of the total area planted in sugarcane in China and the 
province produces one-half of China's cane sugar output. Sugar beets are 

found mainly in the area north of 40°N and yields average about 2,000 jin per 
mu. Total sugar beet output in China during 1985 was 8.91 million tons and 

was concentrated in Heilongjiang and Jilin provinces and in Nei Monggol and 
Xinjiang autonomous regions. Because sugar is hard to ship over long distances, 
the sugarmaking industry is concentrated in regions that produce the raw 
material. China now has almost 400 sugar mills and cane sugar production is 
centered mainly in Zhongshan, Shunde, and Jiangmen in Guangdong, in Guiping 

and Nanning in Guangxi, in Xianyou and Zhangzhou in Fujian, in Sichuan's 

Tuo Jiang basin and other areas. Guangdong Province pressed more than 

1.4 million tons of cane sugar during the 1984-85 pressing season. The main 
center of beet sugar production is located in Harbin, Jiamusi, and Acheng in 
Heilongjiang, in Hohhot and Baotau in Nei Monggol, in Jilin and Fanjiatun in 
Jilin Province, in Shihezi and Yining in Xinjiang and other areas. Heilongjiang 
Province produced more than 600,000 tons of beet sugar during the 1984-85 
pressing season. 
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The Saltmaking Industry 


Saltmaking is a special segment of the food industry. China produced 

16.13 million tons of raw salt during 1983, which was second place worldwide. 
The proportions were: sea salt, 75 percent (China was first in the world 

in sea salt output), lake salt, 10 percent, rock salt, 8 percent and well salt, 
7 percent. The saltmaking industry is subject to profound influences from the 
natural environment. The production of sea salt, for example, requires climatic 
conditions like high evaporation, little precipitation, high wind speed, low 
temperature, and distinct dry and wet seasons. The very low price of raw salt 
makes it unsuited to transportation over long distances. Most sea salt 
production in China is concentrated in the continental climate of the northern 
coastal region at the four major and well-known salt fields at Changhu (east 
of the Bohai Gulf), Liaoning (Liaodong Bay, Yingkou, Lushun, and other sites), 
Shandong (near Jiaozhou Bay) and Huaibei (in the area around Lianyungang). 

The Yingge Hai salt farm in the western part of Hainan Island is the primary 
sea salt area south of the Chang Jiang in China. Well salt in China is found 
at Zigong, Ziliujing, Wutongqiao, and other places in Sichuan. Lake salt 
resources are most common on the Qinghai Plateau, Xinjiang, Nei Monggol, Gansu, 
and other areas. Industrial reserves are 116.1 billion tons. Qarhan and 
Chake produce the most. Rock salt is found in Qinghai and Xinjiang in the 
northwest, at Yunnan and Xizang in the southwest, in Hunan and Hubei in south- 
central China and other locations. ~ 


The Cigarette Industry 


This is the most profitable sector of light industry. The profits and taxes 
realized from it have accounted for over 20 percent of total profits and taxes 
in light industry during the more than 30 years since liberation. It usually 
is classified on the basis of flavoring and manufacturing methods into flue- 
cured tobacco (for making cigarettes), sun-cured tobacco (for making pipe 
tobacco) and air-cured tobacco (for making cigars). It also can be divided 
according to production process into the two stages of preliminary processing 
(redrying to reduce the moisture content of the tobacco) and cigarette 
manufacturing (fermentation, mixing, cutting, and rolling). Tobacco cultivation 
in China began in the 16th century during the Wanli era of the Ming Dynasty. 
Flue-cured tobacco was imported in 1900 but was not widely extended until 1912. 
Henan, Shandong, Yunnan, Guizhou, and Hunan provinces are China's primary 
flue-cured tobacco areas. These five provinces each produce about 1 million dan 
and account for 70 percent of total production in China. Of the five, Henan 
accounts for about one-fourth of total national output. Total output of 
flue-cured tobacco in China was 2.08 million tons in 1985, and output of sun- 
cured and air-cured tobacco exceeded 100,000 tons. The cigarette-rolling 
industry is located mainly in central cities and towns in regions producing 

and consuming tobacco. It includes 11 large enterprises with yearly production 
capacities of more than 300,000 cases located in Shanghai, Tianjin, Qingdao, 
Wuhan, Bengbu, Harbin, Yidu, Kunming, Yuxi, Hangzhou, and Xuchang. Cigarette 
output in Henan, Shandong, and Anhui accounts for one-third of the national 
total. Hunan, Hubei, Yunnan, and Guizhou also account for one-fifth of 
cigarette output in China. 
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The Brewing and Distilling Industry 


China's brewing and distillery industry has a history of more than 4,000 years. 
Guizhou Maotai, Shanxi Fenyang fen liquor and Zhuyeqing liqueur, Sichuan Luzhou 
hard liquor and Shaanxi Fengxiang Xifeng liquor are known as China's four main 
liquors. Because of the substantial losses involved with finished products 
relative to the amount of raw materials used, the brewing and distilling 
industry must be located near areas with raw materials. Liquor can be made 
from any plant or fruit that contains starch or sugar, which is the main factor 
behind the historical foundation of production and regional water-source 
conditions. Water is the blood of liquor and good liquor can only be made with 
sweet spring water. Liquor production can be classified into the five main 
groups of yellow liquor, white liquor, grape wine, beer, and fruit syrup liquor. 
The brewing and distilling industry is distributed rather evenly and can be 
found in almost every region of China. China produced 4.99 million tons of 
liquor in 1981, worth 5.14 billion yuan in value of output. Beer production has 
developed quite rapidly in China in the past few years (growing at an average 
rate of 33.96 percent annually since 1980). Beer output was 2.19 million tons 
in 1984. Qingdao beer is one of China's best beers. China has almost 600,000 
mu of land planted in grapes, most of it in the north, with a yearly output of 
about 150,000 tons. Most grape wineries are located in grape-growing regions. 
The most famous is Changyu wine from Yantai in Shandong. Future liquor produc- 
tion should move toward top quality, lower proof, and diversification, and it 
should improve product quality. After expansions of scale and additional 
construction in enterprises at Guizhou's Maotai distillery and Dong liquor 
distillery, Shanxi's Xinghuacun [apricot flower village] yellow liquor distillery, 
Shaanxi's Xifeng [western phoenix] distillery, Anhui's Gujing [ancient well) 
distillery and Jiangsu's Yang He distillery are completed, production capacity 
will rise to 185,000 tons, up by more than 90 percent over 1984. 


The Teamaking Industry 


China is the birthplace of tea and is also one of the first nations of the world 
to cultivate and manufacture tea leaves. China has a great variety of high- 
quality and superior flavor teas that traditionally have been an important ex- 
port commodity. China produced 440,000 tons of tea leaves in 1985, second only 
to India among the nations of the world. Tea leaves can be classified into 

five main types according to method of processing into red tea, green tea, 
oolong tea, flower tea, and compressed tea. China had 12.83 million mu in tea 
groves in the early 1980's, located primarily in mountainous and hilly areas 
between 23° and 31°N and 110° to 122°E, namely the four large Zhejiang-Anhui- 
Jiangxi, Hunan-Hubei, Fujian-Taiwan, and Sichuan-Yunnan tea-growing regions. 
Preliminary processing of tea leaves tends to be done in areas producing raw 
materials, with the fresh leaves being processed into semifinished tea. The 
fine processing of tea leaves is done mainly in the cities and towns found 

in tea-growing regions that transform the semifinished tea into commercial tea. 
Tea-leaf production in China is concentrated in the Chang Jiang basin. 

Zhejiang, Hunan, Anhui, and Sichuan are the four largest tea-producing provinces 
and account for 60 percent of total national output. Fujian, Yunna, and Hubei 
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are second, with the three provinces producing one-fourth of total output in 
China. Southern Anhui Qi red and Tun green, Fujian Tieguanyin, Junshan 
Maojian, Taihu Biluochun, Xi Hu [West Lake] Longjing and Yunnan Puer are 
quite famous and valuable teas. 


Other food product industries: The food products industry in the narrow sense 
is a processing industry that processes and preserves agricultural, animal, 
and aquatic products as raw materials for human beverages and foods. 1) Canned 
food products. World output of canned foods was 450 to 500 million tons in 
1985, 75 percent of it vegetables and fruits and 25 percent of it aquatic 

and meat products. China produced more than 1 million tons of canned goods in 
1985, up 13.6 percent over 1984. 2) Soft drinks. These are artificially mixed 
beverages with an alcohol content of less than 0.5 percent. Examples include 
cola beverages, aerated water, aerated water containing milk, soda-aerated 
water, various types of juice drinks and powdered drinks and so on. Total 
output of soft drinks in China reached 1.12 million tons in 1985. Most soft- 
drink industries are located in consuming centers or raw materials production 
regions. 3) Milk and dairy products. Total milk output in China during 1985 
was 2.5 million tons, a per capita figure of 2.4 kg (world milk output in 

1981 was 428.21 million tons, a per capita figure of 107 kg). China produced 
79,000 tons of powdered milk in 1984 (world output for the same period was 
8,307,000 tons), so great efforts must be made to develop this area. Under- 
development of the livestock industry means that the dairy products industry 
in China has a weak foundation. There are 265 dairy product plants, most of 
them located in areas producing raw materials. Most of them are small plants 
and there are only three large plants, the Anda, Hailar, and Shanghai No 2 
Dairy Products Plant. 
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AGRICULTURE 


ARTICLE ANALYZES RURAL SITUATION 
Beijing LIAOWANG [OUTLOOK WEEKLY) in Chinese No 35, 1 Sep 86 pp 9-11 


[Article prepared from a conference paper by Wu Xiang [0702 6272}: "Two 
Comments on the Rural Situation") 


(Text) I. Concerning the Secornd Stage of Rural Reform 


Reform is the pervading theme of work in the countryside. When we discuss the 
rural situation we must look first at the state of rural reform. Qu rural 
reforms have now entered their second stage and are developing healthily: 
that is the main thing. Of course, the second stage of reform must be harder 
than the first, and we still face a great many difficulties. The first stage 
of rural reform in China began in 1979 after the 3d Plemm of the llth CPc 
Central Committee and drew to a close in 1984. In this stage the output- 
related system of contracted responsibility replaced the commme system and 
the one big pot was smashed. Peasants obtained the right of self- 
determination, and this aroused initiative in the vast peasantry so that 
agricultural production rapidly resumed growing. The world acknowledges that 
this stage of reform was a success. The second stage of reform began in 1985. 
What is the substance of this stage of reform? It seeks to mobilize funds, 
technology, resources, labor, and various other key production elements, 
realign them, and combine them in the optimm fashion. It also seeks to 
readjust rural industrial composition, develop commodity production, and 
transform the countryside from a self-contained or partially self-contained 
natural economy to a commodity econayy. 


The new situation that has emerged in the past 2 years since rural reform 
entered its second stage suggests to us that rural reform and rural 
development should have two fundamental goals: First, there should be 800 jin 
of grain per capita. As population grows, grain should increase 
correspondingly. The standard figure of 800 jin of grain per capita 
symbolizes that China has resolved subsistence problems and can supply one 
essential condition for comprehensive economic development. Therefore, this 
figure must increase as population increases. That is to say, by 1990 grain 
output myst reach 100 billion jin or more to maintain per capita grain 
holdings at about 800 jin. The second goal is for peasant income to increase 
steadily so that the peasant income level will approach that of urban 
residents. These two areas are intimately related and have a bearing on the 








overall state of cur national ecomomic development. Grain is the most basic 
foundation, for people must have enough to eat before they can do anything 
else. If such a huge nation of 1 billion people could not guarantee the grain 
supply, and if imports were not just for adjusting variety or for minor 
Supplementation but were essential grain imports to maintain subsistence, the 
problems would be enormous. Similarly, le growth in peasant income is far 
from an issue of increasing peasamt income alone: it has a bearing om growth 
in the entire national economy and it is an essential guarantee for urbar 
reform. If urban reform is to proceed smoothly we must stabilize the rural 
economy and domestic markets. China's 800 million peasants are both prodticers 
and comsumers, so if peasant buying power increases it increases one of the 
largest and most enviable markets om the face of the earth. Thus, we must 
allow the peasantry to become consumers with the capacity to absorb what the, 
consume, and we must use this demand to promote production develogmert. This 
way Overall national economic development stands every chance of success. The 
first stage of reform brought China's agricultural capacity to the point that 
it can supply essential agricultural products, especially grain, for 
Comprehensive economic development. It also sought to create a constantly 
expanding consumer market. Consequently, we must ensure stable growth ir 
staple agricultural products such as grain, cotton, and oll-bearing crops, anc 
simultaneously we must pay close attemtion to stable improvement in peasant 
income. These two issues are intimately related and neither can be emphasized 
at the expense of the cther. 


The second stage of reform now underway in the countryside has alread, 
developed into a component part of comprehensive economic reform in China ac 
is inseparable from urban reform. This opens a broad territory for rural 
reform and simultaneously introduces reform complexities and difficulties. 
Some problems encountered in rural reform are not resolved by the courtryside 
itself, but are problems in the restructuring of the overall economic systen. 
For example, tax rate problems and circulation problems both involve many 
complex factors. Right now Beijing residents feel that the jab of supplying 
vegetables to Beijing is poorly handled and there are many problems. The 
Current state subsidy already exceeds 100 million [as published), but probless 
have yet to be resolved. This has a iot to do with why China’s overall 
commodity production system is still umsound and why various areas are still 


If we are to develop rural Commodi ty production the first thing we will 
encounter is various commercial and circulation problems. Among these 
pee is the umsuitability of old manacemernt systems to the new develormert 

£ commodity production and the failure of the vast peasantry to adapt to the 
new situation. Right now most of China's peasants still cannot handle 
commodity production: that is to say, they are not adept at commodity 
production. Don't todays peasants always say they are afraid of change? Fear 
- change is primarily fear of policy changes. At the same time, they are 
also afraid of natural disasters, and now they fear market prices as well. 
When peasants have no knack for Comet production, more often than not they 
try to what everybody else is doing to make money, but they not only make 
no money, they may even lose morey. Thus, some people do mot get rich step by 
step, rather they get more and more wlucky; or perhaps they get rich ome day 


and fall on hard times the next. Their information does not work for then, 








they are not clever at reacting to market news, their contingency capabilitie: 
are not up to par, and they are not used to gearing production to market 
needs. Naturally, in practice some very capable people and some specialized 
households also arise, and sometimes even peasant entrepreneurs emerge, but 
generally in small numbers. A relatively large portion of the peasantry, 
particularly peasants in the hinterland and underdeveloped regions, stil} 
cannot handle commodity production or at least are inadept at it. That is why 
they say "if we have freedom but no ideas, we might as well sit and bask in 
the sun." Now a peasant contracts production and has nobody in charge ove: 
him: he has become a relatively independent commodity producer and can di 
whaterver he wants with nobody to restrict him. He is very free, but he 
doesn't know how to do anything well: if he follows along with what othe: 
people do he loses money, and if he does not follow everyone else he doesn't 
know what to do. He is caught in a dilemma. 


Therefore, from either perspective--the peasant himself engaging in the 
commodity economy, or externally created conditions for peasants to develo; 
the commodity economy--there are many difficulties to be faced in readjusting 
rural industrial composition and developing the rural commodity economy in the 
second stage of reform. The complexity and difficulty in this staae far 
surpass those of the first stage of reform. Consequently, the goal of rural 
reform is to readjust rural industrial composition satisfactorily and 
rationally and to achieve a rational, optimum combination of the key 
production elements. In particular, agriculture itself must become an 
economic sector capable of remolding and developing itself. Stable growth ir 
agriculture, grain output, and peasant income thus require us to conduct 
thorough reforms. Therefore, as far as the overall countryside is concerned, 
reform is still the primary task and pervading theme of our work. 


II. Grain and Agricultural Issues 


Agriculture is the foundation of the national economy and grain is the basis 
of that foundation. Everyone is concerned about the state of grain 
production. When people discuss rural reform and the rural situation they 
cannot avoid the topic of grain. 


Prior to the 3d Plenum of the 11th CPC Central Committee grain production in 
China had long been in a state of stagnation or unstable fluctuation. From 
1957 to 1977 grain output increased somewhat, but not by a large margin, 
whereas population grew rapidly. Within 20-plus years, by 1978, average per 
capita grain holdings fell 16 jin. Historically, state monopoly purchasing 
and marketing have played a major role, but practically speaking they were 
unworkable methods. For a number of years village, county, prefectural, and 
provincial party committees to a certain extent became grain bureaus. /Yeai 
after year they were busy assigning production tasks and state monopoly, 
purchasing assignments, and for a long time they were under pressure 
concerning the grain problem. This situation did not change in any 
fundamental way until the first stage of rural reform after the 3d Plenum of 
the 11th CPC Central Committee. In a nutshell, this transformation changed 
peasants into relatively independent commodity producers and brought 
acknowledgement that grain is a commodity. In the past the countrysicd 
engaged in a natural economy. Socialization made the units large and all- 
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encompassing and the economy became a closed system. This was not 
advantageous to the development of a commodity econamy, and it caused things 
in the natural economy to be even harsher than they were originally. The crux 
of the problem was that we did not acknowledge or consider that grain was a 
commodity. Peasants in the past were controlled laborers, and now they have 
become both laborers and managers: they have become commodity producers who 
assume sole responsibility for profits and losses. Grain has become a 
commodity. What was it originally? Some people suggest that originally 
Chinese grain was a tribute--a contribution to the state and a duty to society 
for which the price was very low. In addition to its use for industrial raw 
materials, the grain received was used primarily to supply the urban 
population. Thus, to the state the grain was a tribute, to the urban 
consumers the grain was a low-priced welfare item that everybody could opt for 
and make use of, and to impoverished areas and regions hit by natural 
disasters the grain was an indispensable relief item. It was a camponent of 
the system of monopoly procurement and marketing, low wages, and low prices, 
and it carried a hint of supply system payment in kind and a marked air of 
politics. It was intimately related to power consolidation and social 
stabilization in China and was constantly being enhanced. In the situation 
that ensued, grain was considered the key link, labor power returned to 
farming, and several hundred million peasants were fed. Because grain was not 
a commodity, farmers had no rights of control over what they produced 
themselves. Although we considered grain to be crucial, grain production 
still could not progress, and although we stressed a return to farm labor, the 
farmers had no initiative. From the current perspective, the basic reason for 
this was that farmers had no rights of self-determination and grain did not 
become a commodity. 


The change brought by rural reform after the 3d Plemm of the 11th CFC Central 
Committee essentially transformed peasants into commodity producers and gral 
into a commodity. After the system was changed and peasants obtained the 


right of self-determination, a fundamental change rapidly took place in 
Chinese agricultural production, and overall output successively increased by 
a large margin until we essentially resolved our subsistence problem. If we 
consider 100 billion [as pu ned} as one step, we can say that within the 
Short space of 5 or 6 yea e climbed two steps. This exceeded many people's 
expectations and captured 1 attention. 

Of course, it is impossible for output always to rise this rapidly. Years 
vary and there are also major differences between regions. As of now some 
places are still short of agra mile in many places regional and structural 
grain-selling difficulties have appeared. 

In 1984 we broke the lL] in barrier and the increased output of 
staple agricultural products created the conditions necessary for the second 
stage of rural reform rently we proposed the issue of reforming 
agricultural com it iqested that we must readjust industria] 
composition, shift lab er, and eliminate state monopoly purchasing an 
marketing. In 1985 beca re farmers grew cash crops on thelr ow! 
Initiative be~ause ther help from the gods, and because prices 
production materia e places farmer enthusiasm for graln growling 


was affecte ind t pe, itput dropped. A considerable portio 











of the deciine was within expectations or even within plans, but the 1985 drop 
in grain output affected our view of the first stage of rural reform. The 
different views, comments, and disputes over the 1985 decline in grain yield 
essentially reflected the views of the first stage of rural reform. We 
believe that in looking at the reforms we cannot simply look at a few data: 
the major significance of the first stage of rural reform is that it broke 
away from and changed an ossified system, smashed the one big pot, and 
envigorated agricuiture. The current system of combined centralization and 
decentralization has enormous resiliency and vitality. This is where the 
success of reform chiefly lies, so economic data inevitably will fluctuate 
cyclically. When we have no fundamental understanding of this point and look 
only at data, if we say that increased output demonstrates the reforms are 
moving forward, then when the figures drop what shall we say? 


Looking back on public opinion and people's viewpoints, in the past few years 
our view of reform has actually been developing and deepening constantly. the 
very beginning reform worked from botton to top and ran counter to traditional 
ideas, so when the output-related system of contracted responsibility began 
many people felt that it was improper. Moreover, when the CPC Central 
Committee circular first came out households were forbidden to make production 
contracts, and this was only gradually liberalized later. The forbidden 
became the inadvisable, and this changed again to liberalization where 
conditions warranted. Household production contracts were not permitted until 
CPC Central Committee Circular No 75 of 1980, and they were not confirmed as 
socialist in nature until Circular No 1 of 1982. The i983 CPC Central 
Committee Circular No 1 conducted a high-level evaluation of the output- 
related system of contracted responsibility and found it to be a magnificent 
creation of the Chinese peasantry--a new development of the Marxist theory of 
cooperation as practiced in China. Practical development brought people to 
the general recognition that contracts changed the face of the countryside and 
the face of China and promoted urban reform. Why are contracts so powerful? 
Of all key production elements, people play the crucial role. In the past we 
had chemical fertilizers and tractors, but the peasants were passive, so these 
things could play no role or only a small role. After people's enthusiasm was 
aroused these material production elements accumulated in the past were 
suddenly brought into play. The large-scale increase in grain, cotton, and 
oil crop yields in the past few years is the result of a combination of 
various elements, but the critical factor is worker enthusiasm. Policies 
enabled people to liberalize their methods and made it possible for variou: 
key production elements to be brought into play through their initiative. 


Thereupon, some people felt that there was no need to invest a great deal of 
money in the countryside--grain output would rise all the same. Neither did 
these people take firm charge over inputs of other key production elements. 
Consequently, in the past few years problems have appeared: water conservancy 
systems have fallen into disrepair, land fertility has dropped, and monetar, 
investments have declined. In addition, we have eliminated state monopoly 
procurement and marketing and the cost of production materials has increasea 
while grain prices have not risen. As a consequence, in some developed 
regions the farmers feel it does not pay to grow grain, and in some places 
enthusiasm for growing grain has plummeted. It is as if we do not need to 
carry out rural reform: if we just increase our monetary investments 
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agricultural production will move forward. This slants the matter in another 
direction. 


We should conduct a concrete analysis of the problem of falling peasant 
initative in some places. Peasants are still very keen to enrich themselves, 
SO in a certain sense we must say that falling enthusiasm for grain farming is 
normal. Because the peasant is now engaged in commodity production and it 
does not pay to grow grain, whatever will make money is what he will do. 
Isn't this just a manifestation of commodity consciousness? In some places it 
is not the peasants' overall production initiative that is low, it is only 
their enthusiasm for growing grain. Moreover, their lack of enthusiasm 
applies only to contract responsibility plots, while they still do a good job 
of cultivating grain-ration land. In some places the peasants say "We cannot 
fail to cultivate grain, we cannot cultivate more grain, and we cannot 
decrease the capital we invest in cultivating grain." This is food for 


thought. 


We must realize that material inputs are a good thing, but they are not 
necessarily always effective. Effective inputs require a beneficial economic 
system. Some nations invest far more than we do in agriculture, yet their 
agricultural production situations are not at all good and need to be 
reformed. Of course, this is not to say that we can ignore material inputs: 
right now increasing material inputs to agriculture is a top priority task 
because China's agricultural base is very weak and lacks staying power. 


To develop grain production, in addition to revising prices and restoring the 
land, we must also take care to use modern, advanced tecimniques. In the past 
we have combined modernization and mechanization, and now it looks as if 
improved breeds, chemical fertilizers, and many other advanced techniques will 
play an enormous role in increasing agricultural production. Modernization 
should be more extensive in what it encompasses. The fundamental way out for 
agriculture is that we must modernize, take responsibility for raising grain 
production, make material inputs, restore the land, build water conservancy 
projects, and use modern techniques. 


Due to great efforts in the winter of 1985, grain production has grown in 
1986. The summer grain harvest surpasses that of 1985 and possibly equals o1 
approaches the historic high yield we produced in 1984. The autumn grain is 
growing well and a bumper harvest is in sight for 1986. However, from an 
overall perspective the grain problem has not been ultimately resolved and we 
must continue our efforts. 


Right now the second stage of rural reform is developing in depth, and, 
although we are running into problems here and there, as it develops the 
Situation is satisfactory. We must intensify theoretical inquiries, analyze 
the practical experiences of the masses, and promote the developing 
Circumstances of reform. We should permit experimentation everywhere. It now 
appears that one kind of guided commodity economic development that should be 
developed. There are also some kinds of commodity economic development that 
are created by the masses themselves in their practices. Some people see this 
as an unfettered force with great vitality. Right now we must let 
miltifarious creations coexist, and later pick through and improve them. When 








a backward nation like China undertakes a cammodity economy exaggerated forms 
are bound to appear. Some people are afraid of going in the wrong directior 
and taking the capitalist road, and others do not dare to take the lead. 
These positions are both incorrect. We must have a free hand and allow 
various forms to coexist, but we must provide the correct guidance. The 
criteria must be whether something helps in the movement and combination of 
key production elements, whether it is beneficial to capable people in their 
Operations, and whether it will aid us in developing the planned commodity 


economy . 
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AGRICULTURE 


RURAL MODERNIZATION, FARM MECHANIZATION EXAMINED 
Beijing NONGYE JIXIE [FARM MACHINERY] in Chinese No 6, 18 Jun 86 pp 2-3 


[Article based on his speech to the Beijing Municipality Farm Machinery Work 
Conference, with some revisions, by Bai Youguang [4101 0645 0342], Director 

of the Beijing Municipality Agriculture and Forestry Office: "Rural Moderniza- 
tion and Farm Mechanization"] 


[Text] I. Outline Ideas for Rural Modernization and the Status of Agricultural 
Mechanization in the Suburbs of Beijing During the Seventh 5-Year Plan 


l. The suburbs of Beijing should climb up to a new stage in modernization 
during the Seventh 5-Year Plan. There is an objective foundation for proposing 
this task, which is that the suburbs already have the conditions for climbing 
and achieving a transition, the main ones being: 1) There have been major 
changes in the internal structure of agriculture and in industrial structures 
in rural areas. The ratio within agriculture between farming (referring mainly 
to cropping) and forestry, animal husbandry, and fishery was changed from 

7:3 in 1980 to 5:5. The ratio between agricultural and nonagricultural 
activities as proportions of gross income in the rural economy has changed 

from 5:5 in 1980 to 3:7. 2) No damage has been done to the original material 
and technical foundation of agriculture since the 3d Plenum of the llth CPC 
Central Committee, and there have been developments in farm machinery. Total 
motive power in the suburbs now is 4.3 million horsepower, which is about the 
level that has been estimated as attainable nationwide by the end of this 
century. 3) The rural economy has developed to a new level. The GVIAO 

doubled over a 5-year period. Peasant's income per capita was 700 yuan and 
peasant savings per capita reached 274 yuan. 4) Readjustments have been made 
in the relations of production and our own [Chinese] model is beginning to take 
shape. The cooperative economy in the suburbs is focused mainly on a regional 
cooperative economy that is developing horizontal linkages, continually 
strengthening the material and technical foundation of agriculture, relying on 
science and relying on modernized development of the rural economy. 


2. Modernization of the rural economy affects modernization of all industries, 
but agricultural mechanization continues to be the key to modernization of 
agriculture (meaning agriculture in the larger sense that includes farming, 
forestry, animal husbandry, and fishery). First of all, agriculture is the 
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basic industrial sector in rural areas. The degree of modernized development 
of the various industries within agriculture determines the scale and rate of 
development in other sectors. Second, agricultural modernization and mechani- 
zation are quite difficult and complex, but one characteristic of China's 
agriculture is that the peasants themselves have undertaken mechanization. If 
agriculture modernizes and breakthroughs are made in mechanization, it will 

be easier to solve the problems of the other sectors. For this reason, the 
basic indicator of whether or not modernization is achieved is whether or not 
agriculture is modernized. During the process of achieving agricultural 
mechanization, we must make greater efforts to develop other industries, and 
the development of these other industries also requires a certain amount of 
mechanization, so agricultural mechanization is the key to agricultural 
modernization. 


3. Where should agricultural modernization begin? There was a notion of 
“universal modernization" in the past that involved mechanization all the way 
from planting to harvest that actually was based on the natural economy. 
Agricultural modernization at the present time involves integrating commodifica- 
tion of agricultural products with specialization in a division of labor. For 
this reason, agricultural modernization must start with the construction of 
modernized commodity production base areas. This commodity base area actually 

is a unification of the three transformations (modernization, specialization and 
socialization). Modernized commodity base areas are comprehensively outfitted 
and include three ievels: 1) Méchanization of their own production process, 
including preproduction and production service systems. This level is elementary 
production. 2) Mechanization of farm product processing. This level is an 
essential process for all commodification. 3) Modernization of commodity 
circulation service facilities including the mechanization of packaging, storage, 
shipping, and other areas, which involves mechanizing postproduction activities. 
So, commodity production base areas are the production base area for this 
three-level system and are an important factor in stable development of agricul- 
ture. 


4. Two basic models are apparent if we examine developmental trends in 
modernized commodity base areas. One is regionalization and the other is 
specialization. This trend has emerged in Beijing's suburbs, and vegetable 
production at Shibalidian store and fruit production at Dahua Shan basically 
are typical examples of regionalization. The raising of broilers, layers 

and lean pork at places like the Dadongliu chicken farm, whose supplies of 
chicken varieties are raised by households and extends beyond the boundaries 

of administrative regions and is of the specialization category. In actual 
development, the two intersect. The cooperative economy models that correspond 
to these two models can be divided into two main types: 1) regional cooperative 
economic organization; 2) specialized cooperative organization. The current 
situation is that cropping may become regionalized while breeding basically is 
specialized. Regardless of the form, however, all require the formation of a 
modernized production system, and all require mechanization. 


70 








A look at this these aspects indicate that agricultural mechanization plays a 
balancing role in agricultural modernization and occupies an extremely 
important position. If we examine the overall situation in the suburbs, we 
will see that the stronger the concern for agricultural mechanization, the 
better. 


II. Development Strategies for Agricultural Modernization in Beijing's Suburbs 


Agricultural mechanization is an old problem. Agricultural mechanization also 
has been in a “low tide” period for a while, which gives us an opportunity to 
reflect on what actually should be done for agricultural mechanization in the 
suburbs. 


1. The scope of agricultural mechanization: Agricultural mechanization at the 
present time is not limited only to the mechanization of farming but instead 
involves comprehensive rural mechanization and rural industrialization. 
Therefore, it should include the mechanization of 10 industries: farming, 
forestry, animal husbandry, sideline production, fishery, industry, commerce, 
transportation, construction, and services. Should farmland mechanization be 
placed in the forefront, or should it be rural industry that advances first? 
The answer to this question depends on local conditions. Generally speaking, 
we should start with farmland mechanization and then develop the diversified 
economy. The diversified economy, moreover, also is involved in the develop- 
ment of feed processing based on conversion of grain, food product mechaniza- 
tion, and preproduction and postproduction services. We can even call this 
sort of development a "zhengtan pipa"™ [2973 1734 3832 3831] [Editor's note: 
Literally, this term means playing the pipa the normal way and refers to doing 
things the normal or usual way]. Beijing's suburbs have their own characteris- 
tic, which is that they are located in the suburbs of a large city. This allows 
them to reverse the path to mechanization by starting with rural industry and 
accumulating capital to modernize agriculture. This is called a "fantan pipa" 
[0646 1734 3832 3831] [Editor's note: Literally, “playing the pipa backwards"] 
Of course, most cases will involve a combination of the two through sychronized 
development and mutual progress. 


2. Agricultural mechanization requires comprehensively outfitted systemization. 
Comprehensive mechanization as discussed in the past has been attained in 

70 percent of the main activities of farming, forestry, animal husbandry, 
sideline production and fishery. The present situation cannot be called 
modernization. The transformation in agricultural mechanization, of course, 
indicates a total process. The mechanization of only main activities like 
cultivation and planting can only liberate labor power on a seasonal basis 

and does not permit the labor power to be taken out completely. Only mechaniza- 
tion of the whole process will permit the real liberation of labor power. There 
still is very little mechanization of the whole process of cropping in the 
suburbs. Our concern for comprehensive outfitting and systemization does not 
imply a even push but instead involves the formation of a system out of industry 
after industry for comprehensive mechanization. 








3. There should be mutual adaptation between agricultural mechanization and 
readjustments in industrial structures in rural areas. Agricultural mechani- 
zation is a prerequisite for readjustments in industrial structures, and 
readjustments in industrial structures also affect the development of agricul- 
tural mechanization. There were two main factors behind the readjustments in 
industrial structures in rural areas in Beijing's suburbs during the Sixth 
5-Year Plan: the first was that the enthusiasm of the peasants was fully 
realized during the implementation of output-related contractual responsibility 
systems, which permitted them to liberate their labor power. The second was 
that our proximity to a large city has permitted us to develop some industrial 
enterprises. This stage of readjustments in industrial structures was not, 
however, based on modernization. Additional readjustments in industrial 
structures will be necessary during the Seventh 5-Year Plan to gradually reduce 
the labor power involved in agriculture and reduce the differential between 
industrial and agricultural labor (labor productivity in township industries 
now exceeds 6,000 yuan, while that of farm labor is only 1,000-plus yuan), 

so every method must depend on agricultural mechanization. Industry provided 
agriculture with more than 200 million yuan in capital in Beijing's suburbs 
during 1984, with 60 percent going to subsidize income distribution and 

40 percent to subsidize construction. There should be two conceptions of 
industrial subsidies to agriculture. One is industrial assistance for 
agriculture and the other is industrial subsidies for agriculture. The pro- 
portion for industrial assistance for agriculture should be greater than 
industrial subsidies for agriculture. Assistance for agriculture first of all 
requires support for agricultural mechanization and capital construction on 
farmland. The capital used to assist agriculture, returned profits from town- 
ship enterprises, the capital and tax awards to township enterprises, and other 
things constitute capital for modernized construction and also can be called 

an agricultural mechanization fund. 


4. Agricultural mechanization in the suburbs should be integrated with 
modernized and comprehensively outfitted commodity production base areas. As 
mentioned earlier, it can be divided into three main levels. The focus is on 
the first level, meaning development of mechanization within cropping, breeding, 
forestry, and animal production. 


5. Agricultural mechanization also should consider management systems with 
two-level administration. The regional cooperative economy in Beijing's 
suburbs is organized rather solidly and the original value of fixed assets in 
the regional cooperative economy was 2.2 billion yuan in 1984, one-third of it 
agricultural machinery. With this sort of economic strength, regional coopera- 
tive organizations will not collapse. Most of these regional cooperative 
organizations could provide services to peasant households. It is obvious 
that the collective economy dominates rural mechanization in the suburbs and 
that peasant families own a few small farm tools. Mechanization of cropping 
would be primarily collective, while mechanization in breeding could be 
administered mainly at a small scale by households. 
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AGRICULTURE 


PROBLEMS OF RURAL MECHANIZATION DISCUSSED 
Shanghai JIEFANG RIBAO in Chinese 8, 16, 28 Jul 86 


[Article: "Get Out to the Shanghai Suburbs and Write Essays--First Inquiry 
Int Suburb Agricultural Machinery Problem"] 


(8 Jul 86 p 2] 


[Text] The supply of agricultural machinery has been unsatisfactory in recent 
years, and replacement parts remain scarce. Some comrades manifest their poor 
understanding of the situation by stating, “Shanghai is capable of obtaining 
the world's advanced technology, so why can‘t we solve the farm machinery 
problem?" The matter, however, is not nearly as simple as people imagine. 


Currently there are 12 farm machinery scientific research units in Shanghai 

at the municipal and county levels, with some of the strongest research 
capabilities in south China. In the last 8 years, the municipal Institute of 
Agricultural Machinery alone had 46 successes in scientific research which 
passed appraisal. Fewer than one-third of these have gone into production so 
far, and only four have been put into batch production. The five-bottom 

plow which was successfully developed was very much welcomed by the farmers 

in the suburbs. Each of the plow tips for this type of plow requires the use 
of 3 kg of a special steel, but each batch produced by the steel mills must be 
at least 50 tons; based on present requirements of the suburbs, however, the 
number of plow tips manufactured from this 50 tons of steel would be 

enough to last more than 10 years. There are numerous similar examples. For 
instance, many developmental successes of the municipal Institute of Agri- 
cultural Machinery, and ones greatly needed in the suburbs and countryside, 
such as the machine for manufacturing earthenware (pots) for growing vegetable 
seedlings, the equipment for raising rice seedlings by the factory method, and 
so forth, must be shelved because the batches required are so small the mills 
are unwilling to produce then. 


If the scientific research achievements in agricultural machinery cannot be 
transformed into actual productive forces, can the production sector be blamed? 
No. In order for the enterprises to survive, they have to be concerned with 
economic return. Since there is a narrow market for farm machinery in the 
Shanghai suburbs, there is difficulty arranging production in batch lots, and 


73 











an economic return is not guaranteed, so the enterprises must depend on cut- 
side sources for the machinery. There is an agricultural machinery plant in 
Shanghai County which several years ago began production of a driving harrow 
for paddy fields, but has since been unable to bring about batch production. 

It took 3 years to produce 80 of the implements, and the actual cost of each 
reached 1,800 yuan. On the other hand, the sales price for the same type 
product manufactured in Jiangxi amounted to only 1,500 yuan. The Shanghai 
plant this year received orders for an additional 30 units, and it was decided 
at the plant to go to Jiangxi to purchase the items, because it was more cost 
effective to buy them than to manufacture them. The plant manager said that an 
annual production of 500 units would be required to turn even a tiny profit, 
but at this rate the market in the suburbs would be saturated within 2 or 3 
years. It would be better not to manufacture the item in question in the first 
place than to have to begin producing something else after a couple of years. 


The contradiction encountered between the research and the production of agri- 
cultural machinery merits our serious consideration. There is at present more 
than 5 million mu of land under cultivation in the Shanghai suburbs. In order 
to achieve agricultural mechanization, there is a need for all types of farm 
machinery, complete sets of machines and tools, and various standard replace- 
ment parts. All types are needed, but not too many of each, which brings an 
element of difficulty to producing farm machinery and implements in Shanghai. 
It seems that in order for something to be accomplished in Shanghai, which has 
relatively strong farm machinery research and production capabilities, all we 
can do is go to the suburbs and write essays, and decide on a developmental 
strategy for agricultural mechanization for Shanghai within the larger regional 
context. 


The agricultural production conditions, cropping system, and crop-rotation 
arrangement in south China, especially in the four provinces of the Shanghai 
economic region, are quite similar to those in the Shanthai suburbs; the farm 
machinery and implements used and the problems which exist also are roughly 
the same. This is a much larger field of activity than the Shanghai suburbs. 
If we were to write essays within this region, we would be able both to exploit 
the strengths with respect to farm machinery research and production, and to 
overcome the narrow market drawback. If we can think in these terms, we can 
Organize Shanghai agricultural machinery research and production tasks under 
the overall guidance of the state and, based on the farm machinery requirements 
of the larger region, we can tum out as quickly as possible an assortment of 
superior-quality, low-priced, small and medium-sized farm machines and 
implements which have broad applicability and are easy to use. At the same 
time, Shanghai should devote major efforts to importing farm machines and 
implements produced elsewhere, so long as they are appropriate and inexpensive. 
As a matter of fact, a more rational distribution of farm-machinery production 
on a nationwide scale is now gradually coming into being. An assortment of 
high-quality, low-priced farm machines and implements already has entered the 
Shanghai suburbs from various regions, such as a thresher from Xinjiang, a 
rice seedling transplanter from Jilin, a combine from Guilin in Guangxi, a 
walking tractor from Changzhou in Jiangsu, and so forth. Likewise, the 
Shanghai-produced Shanghai Model-50 tractor has long since been introduced to 





various regions throughout the country. The problem at the present time is 
that Shanghai requires a newer concept, and must iree itself from self- 
servicing and realistically promote a rational distribution of farm machinery 
production over a larger region. It is our understanding that last year more 
than 11,000 Shanghai Model-50 tractors were manufactured, which exceeded the 
designed production capacity for the factory. The Shanghai tractor factories 
have a heavy production load for complete machinery sets, while parts pro- 
duction is inadequate. Based on the plan which calls for 50 million yuan- 
worth of parts annually for the 80,000 tractors in use nationwide, if we 
decided to set up a group of factories to manufacture parts in the Shanghai 
suburbs it would enable the manufacture of complete machinery units and parts 
production to advance simultaneously. In addition, the various types of 
machinery for livestock and poultry raising and vegetable growing developed by 
the Shanghai Institute of Agricultural Machinery have been certified as 
advanced by domestic standards, and all regions require them, so by all means 
we should organize our capabilities and hasten development. Of course many 
matters are more easily said than done, but the guiding ideology makes it clear 
that if we act with earnest determination all problems can be solved. Shanghai 
can, and should, make its own contributions to advancing the expansion of agri- 
cultural mechanization within the larger region. 


[16 Jul 86 p 2] 


[Article: "Lack of e ‘Grandmother’ Capable of Managing Affairs--Second inquiry 
Into Suburb Farm Machinery Problem”) 


[Text] An important reason why it is difficult to solve the many problems with 
farm machinery research and production in Shanghai is the lack of a “grand- 
mother" to manage affairs. If everyone is in charge, then no one can manage 
things, which results in the lack of an overall conception of farm machinery 
research and production and the inability to formulate policy, so we cannot 
begin to talk about exploiting Shanghai's strengths in a larger regional con- 
text. 


Agricultural mechanization in the Shanghai suburbs began in the 1950's. There 
have been several changes in the management system in the last 20 or 30 years, 
but throughout we have been unable to form a “grandmother” capable of truly 
managing affairs. There was a time when this matter was the responsibility 

of the Municipal Academy of Agricultural Sciences, the Bureau of Manual Labor, 
and the Bureau of Agriculture, collectively known as the “three carts.” This 
system divorced scientific research from production, and was not helpful in 
popularizing new-style farm ipmlements. We tried in 1978, with the establish- 
ment in the city of the Agricultural Machinery Industry Bureau, to consolidate 
the research, production, and management of farm machinery. Im actual fact, 
however, this goal was not achieved. The Municipal Agricultural Machinery 
Bureau did not assume the role of “grandmother” and manage things, and there 
were objective reasons as well. To bring about agricultural mechanization is 
a comprehensive undertaking, which involves a wide range of issues, and is 
fraught with numerous problems; the situation is such that the Agricultural 
Machinery Bureau, as a single department, cannot have the final say. The 











Agricultural Machinery Bureau has neither the authority nor the means to 
regulate matters between relevant municipal departments, so it cannot take 
charge of work as it would like. As a result, viewed objectively, agricultural 
mechanization management in Shanghai operates in an environment where there are 
disjointed professional and vocational skills, too many leaders, all manner of 
impediments, and obstructed work. 


The Shanghai agricultural machinery management system in place today has beer 
proven to be one which does not meet the requirements for expanding agri- 
cultural mechanization. Changing this system appears to be even more 
imperative from the strategic angle of achieving such expended mechanizatio 
for Shanghai in the larger regional context. It is clear that going out to 
the Shanghai suburbs and writing essays requires that there be an overall 
conception consistent with farm machinery research and production in Shanghai. 
Only by being sure of farm machinery production and demand in the larger 
regional context can we rationally import from other localities those farm 
implemen*s which are technically feasible and economically worthwhile; only 
then wili we be able to organize farm machinery research and production tasks 
for Shanghai, and will we be able to promote an assortment cf “hot items” in 
a selective and prioritized manner. At the same time, going out to the greater 
Shanghai area and writing essays also requires implementation of a series of 
appropriate policies to enhance guidance of farm machinery research and produc- 
tion in the larger arena. Since there is at present insufficient economic 
return from manufacturing farm machinery, we generally are experiencing the 
problems of scattered distribution, small scale, and insufficient management 
in the production of such implements and replacement parts in the greater 
Shanghai area. To change this situation, it is necessary to consolidate enter- 
prises, plan distribution anew, and determine production locations. We should 
provide key support to the enterprises so established in the way of credit, 
taxes, technical equipment, and raw material supply, help these enterprises 
select and standardize their objectives as quickly as possible, open up markets, 
and bring about batch production and economy of scale. To motivate the farm 
machinery research sector, we also should provide policy support and guarantee 
priority in terms of funding for research on the machinery and installations 
for cropland operations which the rural areas urgently need, but for which 
there is insufficient direct economic return. Not only this, but we need to 
coordinate relations between Shanghai and the central government and sister 
provinces and cities as well in order to determine the strategy for expanding 
agricultural mechanization over the larger region, to have Shanghai and its 
sister provinces and cities help supply each sblok s needs in the way of farm 
machinery products, and to bring about rational di | 
a deat numerous miscellaneous problems. I 

> deal with these problems under the present Shanghai agricu 
vies Management systen. 
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implements, and even increasing such machinery to the utmost would be to no 
avail if we do not pay special attention to establishing and perfecting a farm 
machinery service system. The Shanghai suburbs have experience in this regard, 
and have learned lessons. Loudian Township in Baoshan County devoted itself 
over the past few years to setting up and perfecting a farm machinery service 
system at both the township and village levels. It has developed a complete 
range of services for such areas as cultivation, crop protection, irrigation 
and drainage, and harvesting, and essentially has reached the point where paddy 
and wheat are no longer harvested with sickles, where ditches are no longer dug 
in fields with shovels, and where cotton is no longer transplanted using 
(manual chutes). It also has forged ahead in the direction of raising rice 
seedlings by the factory method, and of supp’ sing the seedlings on a commercial 
basis. Expansion of agricultural mechanization has allowed a large part of 

the labor force to shift to industry and sideline production, and has helped 
concentrate the land in the hands of farming experts. The favorable turn of 
events as a result of this economic pattern has enabled Loudian Township to 
achieve a new setup wherein there has been comprehensive development of 
industry, agriculture, and sideline production. Conversely, we actually wit- 
nessed people last year tilling with water buffalo in individual townships in 
the suburbs with similar levels of economic development as Loudian, as a result 
of their neglecting to set up an agricultural services system. We could not 
but be surprised at this. 





Marx pointed out: "The economic period is not divided according to what is to 
be produced; rather, it is divided according to how it is to be produced, and 
what type of labor and implements are to be used to produce it." The transi- 


tion from ancient to contemporary agriculture, and from contemporary to modern 
agriculture both can be viewed as humanity exploiting its intelligence and 
wisdom, and constantly transforming labor and implements to achieve new 
results. Azricultural mechanization is a notable wymbol of agricultural 
modernization: to determine whether or not the agricultural services system is 
sound, we must look to see whether it increases the level of agricultural 
mechanization; whether it satisfies the peasants’ needs to the greatest extent 
possible, and promotes the course of economic specialization, commercializa- 
tion, and socialization in the rural areas; whether it brings comparatively 
large economic benefits from relatively small investments in machinery and 
implements. It is in terms of the foregoing that the mission of setting up a 
syind agricultural machinery service system in the suburbs becomes somewhat 
irduous. We must at the present time pay special attention to the following 
four issues: 


lL. We must support the agricultural machinery service policy of "“comprehen- 
sive operations, focusing on agriculture;" farm machinery is an agricultural 
service, and since relatively low fees are collected for it, oftentimes as 
services increase, so do losses, and as a result we must rely on comprehensive 
perations to recoup such losses. There are now some localities, however, 

that have slackened agricultural services as a result of this, and the peasants 

have many complaints. We should make it clear that the primary mission of 

farm machinery is to serve agriculture, and likewise, comprehensive operations 

are implemented in order to better serve agriculture. 2. The agricultural 
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AGRICULTURE 


HEBEI WHEAT VARIETIES INCREASED 


Shijiazhuang HEBEI RIBAO in Chinese 30 Aug 86 p 1 


(Article by Xin Dexiang [6580 1795 4382], staff reporter: "Where Lies the 
Potential for Increasing Hebei's Wheat Output?"] 


\Text] For several years running, Hebei has had bumper wheat harvests. The 
per unit yield has risen from over 100 kg in 1980 to more than 200 kg. With 
wheat production's development to the current stage, is there still potential 
for increased yields? In view of the current material conditions and 
technical ievei of Hebei's wheat production, we should say that there is still 
great potential for increased vields. As long as we corscientiously tap our 
resources, we can still bring about considerable increases in the province's 
wheat production. 


One form of potential is the imbalanced development of production from region 
to region and uneven amounts of increased output. In 1985, only 8 counties 
in Hebei had per mu wheat yields above 300 kg, but 21 counties had per au 
yields below 150 kg. In the plains beside the Beijing-Tangshan and Beijing- 
Guangznou railways, there were also three counties with per mu yields below 
250 kg. In 1986 most counties and townships increased output by quite large 
Margins, but there were some places, especially counties and townships wit 
good conditions, whose yields showed no growth or even declined. It is 
this imbalance between regions that we actually find the potential 
increase.' yields. 


The second form of potential is medium- and low-yielding wheat and dryland 
wheat. There are a considerable number of medium- and low-yielding fiei 

throughout the province. Even Shijiazhuang Prefecture, which has always hac 
high yields, has some medium- and low-yielding fields with per m_  yieids 


around 250 kg. There are even more medium- and low-yielding fields in othe: 
prefectures. It is my understanding that fields yielding less than 200 kg per 
mu account for roughly holf the total wheat acreage in Hebei. Medium- an 
low-yielding fields harbor enormous potential for increased yields. If we can 
transform these wheat fields and increase per unit yields, this will certai: 


increase the total output. 


The third form of potential is in seeds. Last fall more than 37 millior 
wheat were sown in Hebei. There were 114 varieties planted, of which ° 
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JLO mu; 54 varieties had nct been 
anyway. Experience has proven that 
management conditions, improved seeds 
ordinary seeds. As long aS we can 

.ng too Many, too unsystematic, and too 
generation, we can spur on increased wheat 


al reform of planting. The key to 

Sing the best time for planting. A 

in Shijiazhuang Prefecture is to go 
period. The optimum planting period 
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nas a definite effect on the output. 

year Hebei has about 10 million au 
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reased production? Based on the 
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Large amount of water. Medium yields 
davter, but for many years in Hebei the 
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cultivation technology. At the same time, we should iaunch a _ vigorous 


Campaign to transform medium- and low-yielding fields. In order to develop 
wheat production, leaders at every level, but especially leaders of counties, 
townships, and villages, should make service the basis of their work. They 
Should further the reform of every aspect of rural work. To the extent that 


finances permit, they should as much as possible increase the funds for 
agricultural S & T institutions, creating and improving work conditions needed 
by S & T personnel. Every level of government and concerned departments 
Should further change their work style, get a better understanding of the real 
situation, conduct studies and inspections and provide leadership. Their work 


Should reach down to the level of individual households, helping rural 
households to solve the various actual problems of wheat production. They 
should focus on per unit yields and raise total output, allowing major growth 


in debei's wheat production. 
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AGRICULTURE 


NEW CROP VARIETIES APPROVED IN HEBEI 
Shijiazhuang HEBEI RIBAO in Chinese 2 Sep 86 p 2 


\Article by Lu Zhimin [4151 1807 3046) and Zhang Wencheng [1728 2429 2052): 
"New Crop Varieties Examined and Approved in Hebei") 


_Text}] This year the Hebei crop variety evaluation committee examined and 
approved 12 varieties of 6 crops. Of these, three varieties of two crops were 
certified. 


lL. Winter Wheat 


1. Jimai No 23 (Henong 162): Developed at Hebei Agricultural University. The 
Stalk is thick and sturdy, making it very resistant to lodging. It tolerates 
the cold and is resistant ) *ot winds, rust, and powdery mildew. The 
per-mu yield is generally about 350 kg. It is suitable for cultivation south 
of Baoding City, ir Handan, Xingtai, and Shijiazhuang prefectures, and in the 
central and southern part of Hengshui Prefecture, in fields with medium to 
high levels of fertility and moisture. 


2. Jimai No 24 (Henong 1122): Developed at Hebei Agricultural University. The 
stalk is strong and tough, very resistant to lodging. It ripens 3 days 
earlier than Jimai No 7. Resistant to rust and powdery mildew. Average per- 
mu yields around 350 kg. Suitable for planting in land with medium to high 
levels of fertility in central and southern Hebei. 


Il. Corn 


1. Jidan No 20 (Aidan 88): Developed by Grain and Oil Crops Research Division, 
Hebei Academy of Agricultural and Forestry Science. White kernels, of fairly 
good quality. Growth period of 88-90 days when sown in summer. Resistant to 
leaf blight, leaf spot, and bacterial wilt. Average per mu yield is about 400 
Kg. Suitable for planting in all but heavy soils. 


2. Luyu No 5 (Luyuandan No 8): Developed by Shandong Atomic Energy Research 
Center, certified tnis year. Yellow kernels, of fairly good quality. Growth 
period of about 85 days when planted in the summer. Good overall resistance. 
Average per-mu yield of about 400 kg. Suited to direct seeding in summer or 
interpianting late in the season in central and southern Hebei. 
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III. Cotton 


1. Jimian No 11 (224-14): Developed by Handan Agricultural Research Center. 
Growth period of about 135 days; matures early but does not start to die 
early. Quite adaptable, but not resistant to verticillium wilt and fusarium 
wilt. Average per mu yield of ginned cotton about 75 kg. Suited to planting 


in central and southern Hebei and the Heilonggang cotton region. 

2. Jimian No 12 (Han 177): Developed by Handan Agricultural Research Center. 
Growth period of about 130 days. Very good, neentrated boll formation. 
Matures early but does not start to die early. Quite drought resistant. 
Sensitive to fusarium and verticillium wilt. Average per-mu yield of ginned 
cotton about 100 kg. This variety suited to planting in flatland and foothill 
cotton regions of central and southern Hebei and the dry, barren, saline, 


alkaline cotton region of Heilonggang. 
IV. Hybrid Rice 


1. Jijingza No 1 (Liming A x K55): Developed by Hebei Agricultural 
Reclamation Science Research Center. Strong tolerance to drought. Thick, short 


Stem, resistant to lodging. Tolerates saline, alka e, and barren soil. Quite 
good disease resistance. Average per-mu yield about 450 kg. In regions of 
Hebei south of Baoding City, this variety is suited t interplanting along 


with wheat; in colder regions in the north, it an be grown as the one crop of 
the year. 


1. Jil No 4 (Xing 4081): Developed by Xingta Prefecture Agricultural 
Researcn Center. Fairly resistant to drought an viral diseases, average 
resistance to leaf spot. Average per-mu yield about Kg. Suited to planting 
in sandy soil or sandy loam of medium ert ty n Handan, Xingtai, 
Shijiazhuang, Hengshui, Cangzhou, and Tangsna 

2. Haihua No 1: Developed by Qiao Wentang f Heigu Village, 
Gaojia Township, Haiyang County, Shandong. Cert ed t year. Resistant tc 
drought, tolerates barren soil, fairly resistant ¢t leaf spot. Very 
adaptable, but poor tolerance of waterlogged s Average per mu yield from 
250 to 350 kg. Suited to spring planting in a inut regions of Hebei; in 
southern Hebei can be interplanted in summe 

3. Hua 37: Developed by Shandong Peanut Resear enter. Certified this year. 
Seedlings emerge quick.y and grow to the same heign' Juite resistant to leaf 
spot. Does not begin to die early. Quite good re stance t lrought. Average 
per-mu yield of pods about 280 kg. Suited ' Dring planting in all peanut 
regions around the province. 

Vi. Sesame 

1. Jizhi No 1 (0309-4-17): Developed by 3 9s Researct ivision, 
Hebei Academy of Agricultural and Forestry Qu g esist 








viral diseases and leaf spot; also quite resistant to drought and lodging. 
Average per mu yield 50-75 kg. Can be planted in all sesame regions of Hebei. 


2. Jizhi No 2 (6304-1-5): Developed by Grain and Oil Crops Research Division, 
Hebei Academy of Agricultural and Forestry Science. Prefers fertile soil and 
proper moisture, but tolerant of barren soil; quite resistant to drought and 
tolerant of waterlogswxjing. Average per-mu yield about 100 kg. Suited to spring 


planting in Hebei's sesame regions; can also be planted in summer in central 
and southern Hebei. 








AGRICULTURE 


BUMPER SUGAR HARVEST PREDICTED IN HETLONGIJIANG 
Harbin HEILONGJIANG RIBAO in Chinese 12 Sep 86 p 1 


[Article by Gu Difei (6253 3321 7236] and Fan Xinzhu [5400 2956 4554}: "A 
Bumper Sugar Harvest Is in Sight in Heilongjiang: The Heilongjiang Sugar 
Refining Industrial Corporation Hopes Everyone Will Take Care to Control Brown 
Spot and Intensify Harvesting, Transportation, am Storage Efforts") 


[Text] What is the state of refined beet sugar production this year in 
Heilongjiang? According to the most recent predictions made by the 
Heilongjiang Sugar Refining Industrial Corporation and the factory directors 
at 26 sugar refineries, beet output in 1986 will reach approximately 4 million 
tons, up more than 700,000 tons over 1985. Due to price adjustments a farmer 
can earn 7 yuan and 5 jiao more on a sale of 1 ton of beets than he did in 
1985. Refinery directors hope that everyone will intensify last-stage field 
management; handle harvest, transport, and storage tasks satisfactorily; 
prevent losses; and strive to attain a lmper beet harvest. 


In view of the inequitable price ratios between sugar beets and grain and 
legumes, this spring the Heilongjiang govermment raised the procurement price 
for sugar beets 5 yuan per ton. The sugar refineries also provided various 
preferential terms to beet farmers, setting aside a total of 25 million yuar 
in free subsidies for farmers to buy seed, chemical fertilizer, and pesticide. 
The planting plan was carried out well. The sugar refineries dispatched a 
total of more than 2,000 people to publicize policies and guide farmers in 
scientific cultivation. Although part of the 4.9 million m of spring-sown 
beets yielded a reduced harvest or no harvest at all because of summer 
waterlogging, gross yield was higher than it was in 1985. 


Refinery directors report that although the beet harvest is up this year, 
brown spot is more serious than in previous years, and they hope that 
hereafter everyone will enhance control measures and reduce losses. Now some 
farmers pick beet greens as pig feed, and this not only affects the sugar 
buildup in beets, it alse affects output. It is hoped that all localities 
will curb this practice quickly. 


The departments concerned also point out that beet farmers need not worry 
about delivery problems. This year the sugar refineries have added an 
additional 110 purchasing outlets, and most of them are now prepared tc 








receive deliveries, so farmers can make deliveries locally. The Heilongjiam 
Sugar Refining Industrial Corporation demands that refineries do everythin 
they can to make things convenient for farmers delivering beets. They should 
ensure that the farmers do not have to stand in line or spend the night 
crowded into vehicles, and they must prohibit any deliberate creation of 
difficulties or embezzl=ment from farmers. 


At the same time, it is hoped that farmers will deiiver their beets accordin 
to contract stipulations. 
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AGRICULTURE 


REFORMS IN AGRICULTURAL S&T SYSTEMS DISCUSSED 
Hefei ANHUI RIBAO in Chinese 18 Sep 86 p 1 


[Article by Chen Dai'an [7115 0108 1344}: “Adjustments in the Direction of 
Scientific Researcn, Reforms in the Leadership System: Good Momentum Has 
Emerged in Scientific and Technical Agricultural Reforms") 


[Text] Good momentum has emerged in some research institutes and scientific 
and technical reform experimentation units in the Ministry of Agriculture, 
Anim=l1 Husbandry and Fishery. Developmental research and technical 
development efforts have been intensified, the orientation of scientific 
research has become more suited to the requirements of the two rural 
"conversions," and, as they develop technical services, scientific research 
units have enhanced cash revermes and strengthened vitality. 


These experimental research institutes are as follows: the Animal Husbandr, 
Research Institute, Vegetable Research Institute, Apiculture Research 
Institute, and Special Products Research Institute of the Chinese Academy of 
Agricultural Sciences; the Fishery Machine Research Institute of the Chinese 
Academy of Aquatic Product Sciences; the Tropical Plant Product Processing 
Institute of the Tropical Plant Research Institute of South China; the 
Xinjiang Production and Construction Corps Seventh Division Research 
Institute; and the Nanjing Acr.cultural Mechanization Institute. 


For the most part, these institutes have intensified developmental research 
and emphasized ecorsmic results. For example, the Chinese Academy of 
Agricultural Sciences has intensified development of scientific and technical 
consultation, and, on the average, 15 percent of the total number of 
scientific and technical personnel are engaged in scientific and technological 
development. It has also established 14 economic associations for scientific 
research and production, whose 1985 cash revermes totalled more than 3 millior 


yuan. 


Most of these research institutes have set up consultative organizations for 
scientific and technological development, and they have adopted technica! 
contracting services and paid technological achievement transfers. They alsc 
run economic associations for scientific research and production, set up 
economic bodies, establish bases to breed improved varieties and nursery 


.* 
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stock, conduct intermediate product trials, and launch technical, 
consultative, and other services. Results have been quite good. 


In 1985 some of these research institutes began to use top operating expenses 
for 1984 as base figures to set year-by-year allocation quotas. Fund 
insufficiencies are made up entirely from income arranged through the 
institutes themselves: revenue shortages are not supplemented ami revenuc 
increments are not attached. There are also some research institutes that 
have put operating expense contracts into effect and implemented categorizec 
fund management. They organize revenues based on academy and institute 
categories and set up two science funds. 


In the past year or more the leading bodies of most of these scientific 
research institutes have been reorganized and strengthened. Institute leaders 
have college and university degrees or higher and the average age has 
declined. Based on reorganized leading bodies, we have universally 
implemented a system of director responsibility. 


The task agenda at these research institutes is generally organized on academ, 
and institute levels. The Chinese Academy of Agricultural Sciences and the 
various provincial academies of agricultural sciences are responsible for 
handling priority research problems assigned by the state, ministries, arn 
local areas. Ordinary research problems, on the other hand, are handled by 
the institutes themselves. Right now most units contract to solve research 
problems. One method is to sign a responsibility contract, which is primarily 
a comtract in which the contractor is responsible for guaranteeing to attain 
each technological target. It is mostly used in applied basic research or 
sometimes in applied technological research. A second method is to sign 
covenant contract: one that guarantees the tasks, the time frame, and the 
outlay. Under this method, after the task is camleted a varying percentace 
of any funds remaining may be deducted and distributed. This kind of contract 
is used primarily in applied technological research and developmental! 
research. A third method is to sign a compensation contract, which require: 
repayment Or partial repayment of funds. In addition, we are graduall, 
pursuing unrestricted association among task groups. 
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AGRICULTURE 


INTEGRATING AGRICULTURE, STOCK FARMING PROPOSED IN FUJIAN 


Fuzhou FUJIAN NONGYE KEJI [FUJIAN AGRICULTURAL SCIENCE AND TECHNDLOGY) in 
Chinese No 5, 10 Oct 86 pp 18-21 


[Article by Liu Zhongzhu (0491 0022 2691], Fujian Academy of Agricultural 
Sciences: "We All Hope To Expedite Agricultural Development Channels in 
Fujian and Change Fujian from an Agricultural Region to an Integrated 
Agricultural amd Stock Farming Region") 


[Text] What path will agriculture take in Fujian in the future? This is a 
matter of interest to everyone. If scientific agricultural research is to 
cater to economic construction so as to achieve modern agricultural services, 
we absolutely mist explore this fundamental strategic question. This article 
approaches the issue just from the angle of agricultural and animal husbandry 
development and proposes tentative strategic plans to lay a reliable 
foundation for comprehensive rural economic development in Fujian. 


I. The Qrrrent Situation and Backogrord 


Since the 3d Plermm of the 11th CPC Central Committee the rural economy in 
Fujian has changed profoundly: the rising commodity ecormmy is changing the 
face of the small-scale rural ecoroamy, which had beer characterized by self- 
sufficiency; the widespread application of new technology has accelerated 
the historic process of integrating traditional techniques with modern 
techniques; and the intensification of readjustments in rural industrial 
Composition, particularly the development of township and town enterprises, 
has caused the rural economy to change rapidly from a one-dimensional, 
monolevel composition to a three-dimensional, multilevel composition. The 
primary manifestations of this rural economic transformation are sustained 
growth in agricultural output, a change § from long- term shortages to 
discontinuous surpluses of staple agricultural and sideline products, a more 
and more prosperous rural economy, and a clear improvement in the stamaari of 
living. However, we should also point out that in the process of achieving 
agricultural modernization the domain encompassed by agricultural production 
broadens, the interrelated factors affecting production proliferate, and the 
new problems we face are extremely troublesome. These new problems show up 
primarily in increasing population, decreasing cultivate’ land, envirormental 
pollution, a declining capacity for resource regeneration, and, because of 
these factors, grain shortages and an imbalance between food supply and 
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experience that confirms real effectiveness." From this it is obvious 
integrating agriculture and stock farming is a s"rategic option that suits our 
Situation in Fujian. 


Second, Fujian's superior geographic conditions and abundant agricultural 
resources provide excellent conditions for developing stock farming. 
Developing stock farming depends primarily on two factors: stock breeds and 
fodder. As far as Fujian is concerned the limiting factor is fodder. Because 
there is insufficient cultivated land, grain is short and we have long been 
unable or not dared to give stock farming the status and consideration it 
should have. This reflects the fetters of traditional agricultural ideas. If 
only we can preak free of this convention, bring about resource conversion by 
developing the livestock industry, and change our closed economy into a 
commodity economy, we will see that Fujian has abuncant fodder potential for 


developing animal hushandry. 


A. We must utilize idle winter fields to grow grass for raising livestock. 
According to estimates there are over 10 million m of idle winter fields in 
Fujian that can be used, and we now use only about 2.5 million m of then. 
Tne time necessary for double-crop rice is less than 7 months, and the fields 
lie empty and idle for 5 months. Ome reason that idle winter fields are not 
utilized is that the wincer crops we now have are prone to blight and insect 
damage, produce low yields, and bring poor returms. We must adopt measures to 
suit local conditions, make the Fst. use of our advantages, and recognize that 
southeastern and northwester jjian each has its own particular focus of 
attention, and we must read- cvop distribution based on these principles. 
Given that we guarantee 3 mili:on m for barley and wheat, 1 million mu for 
0il-bearing crops, aid 1 million mi for vegetables, the remaining 4 to 5 
million mu or more can be used to cultivate forage grass such as ryegrass, 
ryegrass and leguminous clover, or mixed breeds of Chinese milk vetch, or it 
can be used to raise red duckweed. Thus we can establish a fodder base to 
raise herbivorous animals, particularly cattle, sheep, rabbits, and geese, and 
build a reasonable ratio stressing herbivorous animals and barnyard fowl and 
livestock equally. According to academy trials, under delayed sowing 
conditions i mu of high-quality ryegrass can produce 3,000 to 3,500 kg of 
green fodder, and if the lard is planted in red duckweed we can harvest more 
than 5,000 kg. Ryegrass is fresh, tener, and very nutritious. Generally, 6 
mu of winter ryegrass can support one head of cattle or 7 goats. If te 
gradually extend cultivation to 3 million m of forage grass and 2 million m 
of red duckweed, it is estimated that we can supply 800,000 head of dairy 
cattle (nearly the current level of cattle production in Fujian) or 6 million 
goats, or we can produce 400,000 tons of green fodder for freshwater fish. 
This will play a major role in developing stock farming in Fujian. 


B. We must reform the planting system, develop three-dimensional agriculture, 
and expand production of concentrated feed. 


1. We must intercrop corn on nonirrigated land. In 1985 there were 1.3 
million mu of peanuts, 3.24 million m of sweet potatoes, and 1.1 million mu 
of soybeans in Fujian, totalling 5.64 million mu altogether. If we can 
intercrop corn on 3 million mu of this land and reap 30 to 60 kg per mu, we 
can harvest 90,000 to 180,00 tons of corn--nearly the total amount of corn 
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Fujlan brought in from other provinces in 1984. Intercropping and 
interplanting have long been in vogue in most parts of northerm and southermm 
China. Corn intercropping trials on nonirrigated land conducted by the Fujian 
Academy of Agricultural Sciences Tillage Institute have generally produced 
about 75 kg per mu. If, in addition to intercropping and interplanting, we 
produce some autumn corm and strive to produce a gross output of 500,000 tons, 
we can basically satisfy about half of the total demand in Fujian. There is 
still potentiai for developing corn, provided that it does not compete with 
paddy for land. 


2. We must intercrop beans on ridges in irrigated fields. In 1985 Fujian 
cultivated about 2 million mu of ridge-planted beans and _ produced 
approximately 7 kg per mu, for a gross yield of 14,000 tons. That same year 
there were about 14 million m of paddy fields in Fujian, which is to say 
there were a great many field ridges that were not utilized. The area of 
field ridges is particularly large on terraced mountain fields, and, what's 
more, bean cultivation aids in water and soil preservation. If we expand 
ridge planting by 2 million m and harvest 10 kg per mu we can increase 
soybean production 20,000 tons. 


3. We must intercrop leguminous crops in young tea plantations and fruit 
orchards. In 1984 270,000 mu of young fruit trees and 130,000 m of tea 
orchards had been newly planted, for a total of 400,000 m. Leguminous forage 
grasses or pulses can be grown in all of these, ani this would both foster 
fertility and improve results. 


4. We must make use of single-crop late paddy fields. There are 3 to 4 
million mu of single-crop late paddy fields in Fujian that can be changed to a 
spring crop of soybeans and a late crop of heterotic rice. Cultivating a 
spring crop of soybeans prior to planting a single crop of late rice will not 
affect the rice yield, but it may produce around 50 kg of soybeans per mu. 
Soybean cakes make 990d fodder. 


C. We must methodically develop grassy mountain and slope land. Fujian has 
more than 30 million m of grassy mountain and slope land, of which the 8 
million-plus mu of tracts suitable for pasture generally produce 750 to 1,250 
kg of green grass per m. The academy established a 1,000-mu demonstration 
plot of mountain grassland in Xinlou Village Fuging, that produced a per-mu 
yield of nearly 5,000 kg of fresh grass. In the mountains the topography is 
intricate, slopes are steep, elevation is high, utilization ratios are low, 
and a certain capital investment is necessary to develop mountain grasslands. 
Because of these factors, it is best to adopt measures suited to local 
conditions and put a combination of agriculture, forestry, and stock farming 
into effect: methodically transform the lands into artificial grass farms, 
grow grass to restore ecological equilibrium, and follow this with 
afforestation and mountain land utilization. This solves the problem of water 
and soil erosion. 


D. We must develop aquatic animal and plant life for fodder. There are broad 
expanses of fresh and salt water in Fujian that can support aquatic algae. 
Dried algae commonly has a protein content of 40 to 50 percent and can be used 
as high-quality protein fodder. Leftover bits and pieces of aquatic products 











are also an abundant feed source. In 1985 Fujian produced a total of 760,060 
tons of aquatic products, including 511,000 tons of fish. There are many 
small low-level variety fish that can be supplied to produce fish-meal fodder. 
The academy developed a three-dimensional agricultural model of "paddy, 
duckweed, and fish," and in trials centered on the Nile LIuofei [5012 7236) 
fish it harvested 6 to 12 kg per m of small fish in addition to 35 to 50 kg 
of commercial fish. These small fish can be used as a source of fish meal, 
which, although not equal in quality to the fish meal we import, will 
nevertheless be very important in mountain regions. 


In addition, effective domestic and foreign techniques, such as unicellular 
protein feeds and miltilevel agricultural resource conversion, may be adopted 
to reuse all agricultural remnants. To summarize, Fujian has plentiful fodder 
resources and great potential. We only need to truly focus on this 
undertaking and simultaneously develop the feed industry, enhance research on 
complete compound feeds and additives, and increase the remuneration for feed, 
and we will gradually be able to resolve the feed problems that hamper stock 


farming development in Fujian. 
III. Problems and Remedies 


To convert agricultural districts into modern integrated agricultural and 
stock farming districts does not mean merely increasing traditional planting 
and livestock industries. Rather, it means building a comprehensive social 
production system based on farming and animal husbandry but also including 
aquatic breeding, agricultural and livestock processing industries, commerce, 
shipping, and other professions. Integrating agriculture and stock farming 
involves various aspects of society, economy, policy, science, and so forth: 
it is a rather profound transformation. Change without understanding is 
impossible. For example, grass cultivation must be assigned a certain status 
when we consider changing from emphasizing the planting industry to 
integrating planting and breeding industries. Likewise, in developing corn 
for grain there is a whole series of issues, including procurement policy, 
that are not easy to resolve. However, once we designate corn as a major 
fodder source a different situation ensues. The development of stock farming 
inevitably necessitates a corresponding expansion in the fodder industry, the 
animal product processing industry, and pre-production and post-production 
service trades. Consequently, we must enhance propaganda, build a common 
understanding, free ourselves from the bonds of the small-scale farming 
ideology, and arrive at a renewed conceptual framework. 


Second, we must undertake comprehensive planning. Based on resource 
Characteristics in each locale, we must plan feed source exploitation, feed 
industry deveiopment, livestock breed selection and proportions, disease 
prevention, animal product processing and circulation, and other professional 
coordination and cooperation. In addition, we must formulate corresponding 
policy measures and provide the necessary investment for capital construction. 


Simultaneously, we must vigorously intensify research and technological 
dissemination. In addition to energetically disseminating existing 
technological achievements, we must target for preliminary research the 
problems that emerge from combining agriculture with animal husbandry. By so 











doing, we will ensure that development is established rapidly and cn a sound 
basis. For example, we must study the following issues: reforms and t‘ree- 
dimensional agricultural techniques that are suited to tillage systems i) 
integrated egricultural and stock farming regions; suitable livestock bree 
selection, stock and poultry proportions, and disease control and quarantine 
procedures for each locale; selection of annual and perennial forage grasse: 
and planting mixtures for leguminous and nonleguminous forage grasses, a2 
well as corresponding planting techniques; optimum formulas and production 
technology for camplete compound feeds and additives; multilevel recycling and 
utilization of waste products from agricultural and sideline products; animal 
product processine technology and circulation channels; and guidance of 
agricultural and stock farming district layouts and distribution, as well as 
comprehensive management and administration. 


Of course, the road to integrating agriculture and animal husbandry is by | 
means smooth. There will certainly be many problems, but as we have said 
above, if we see to it that agricultural production in Fujian makes new 
breakthroughs, it will be possible for us to achieve more via this route. 


IV. Beginnings and Points of Departure 


All beginnings are difficult, but a journey of a thousand 1li begins with th 
first st2p. It will take many years to chamge dietary composition: why wil 

there be such little effect? The problem is that we have not chosen the best 
point of departure and cannot get started. In transforming regions into 
combined agricultural and stock farming districts, Fujian should firmly stres 

growing grass and raising red duckweed on idle winter fields as the cnucia! 
point of departure. It would be relatively easy to accomplish a per-mu yield 
of 3,500 to 4,000 kg of winter ryegrass. This would supply 600 kg of dr, 
grass, contain 75 kg or more of coarse protein, and be worth 100 yuan or more. 
If we calculate its output value in developing stock farming, it would be eve! 
more beneficial. We can also adopt mixed plantings of grasses and leguminous 
forage grasses to improve soil fertility and increase ecological benefits. 
Results from raising red duckweed would also be excellent. For example, in 
1984 Sichuan developed red duckweed farming on 1.6 million mu of irrigated 
winter fields and produced an average of about 5,000 kg per m. This supplied 
400 kg of dried duckweed containing 75 kg or more of coarse protein. I: 
Jianning the county government cooperated with the provincial Aquatic Products 
Office to popularize red duckweed as bait for raising fish on paddy land. A 
paddy-duckweed-fish system was developed, and fish output increased rapidly as 
the system area expanded. In 1980, when it was not yet raising duckweed, 
Jianning County produced 100-plus tons of fish. It began to popularize the 
paddy-duckweed-fish system in 1983 and then produced 510 tons of fish in 1984 
and 1,350 tons in 1985. The 1986 projected fish yield is 2,000 tons. Here, 
red duckweed has played a major role. Red duckweed can fix nitrogen, provide 
abundant potassium, and propagate rapidly, and it helps to improve the soil 
and increase early rice output. Growing grass and red duckweed in the winter 
economizes on both labor and capital, is simple and easy to do, brings notable 
results, and is easily accepted by farmers. We need only resolve to do it and 
the results will immediately be obvious: a new situation will emerge in 
agriculture and animal husbandry in Fujian. In 1985 we demonstrated ryegrass 
cultivation on 200 mu in Longmen Township Anxi County, and in 1986 we wil] 
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expand this to 2,000 m or more. In the past 3 years red duckweed cultivation 
has been extended over 50,000 to 60,000 m in Jianning County. The facts show 
that it is feasible to make grass and duckweed cultivation in idle winter 
fields our point of departure. 


The key to accomplishing the transformation lies in how we get started. We 
advocate that we begin with a model, analyze our experiences against that 
model, discover problems, make constant improvements, and continue to play an 
exemplary role. Longmen Township opened up fodder sources through 
experiments in growing ryegrass on idle winter fields and in developing three- 
dimensional paddy-duckweed-fish agriculture, sweet potato and corn 
interplanting, and forage grass cultivation in mountain areas. In addition, 
in order to improve and popularize fine breeds of livestock and poultry, 
Longmen set up feed processing plants, poultry hatcheries, lean-pork breeding 
stations, and breeding farms for long-haired rabbits. We anticipate that, 
given stable growth in grain production, stock farming will be able to develop 
by leaps and bounds. If each prefecture and county can marshal its forces to 
establish its own model based on local conditions, this will inevitably and 
quickly set an example for development in all prefectures and counties and 
promote growth in agriculture and animal husbandry in those regions. Of 
course, the key to all of this is still concerned leadership. 


Looking ahead to the future, developing agricultural districts into integrated 
agricultural and stock farming districts is an inevitable trend in modern 
agriculture, and Fujian's abundant light, heat, water resources, and "mountain 
and sea" advantage create extremely favorable conditions for this 
transformation. They allow us to break the fetters of a small-farming 
ideology, free up both hands to make the best use of nature's generous bounty, 
and bring about integrated agricultural and stock farming districts. When we 
do, Fujian's grain problems may be essentially resolved. 
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AGRICULTURE 


CURRENT SOIL SCIENCE RESEARCH DISCUSSED 
Nanjing TURANG [SOILS] in Chinese No 4 Avy 86 pp 169-173, 185 


[Paper by Zhao Qiguo [6392 0366 0948] Chinese Academy of Sciences Soil Science 
Institute, Nanjing, presented at the 1985 China Agriculture Society Soil and 
Fertilizer Research Meeting, and later revised to cite relevant data taken 
from the "Compilation of Pedologic Development Trends and Tentative Plans" 
(Soil Science Institute, 1986): "Pedologic Research Tasks Now Facing China") 


[Excerpt] I. Progress in Pedologic Research in China 


For the past several years pedologic research in China has been developing 
constantly by incorporating the needs of national economic construction and of 
the branches of soil science. To summarize, it has been concerned with six 
areas: 


A. Soil Resource Surveying, Development, and Utilization 


We have integrated national economic plans and land restoration plans and 
undertaken the following tasks: a nationwide soil survey, a survey of 
undeveloped land resources in the northeast aid the Xinjiang region, a survey 
of land and water conservation on the northwestern Loess Plateau, alkali- 
saline soil treatment on the Huang-Huai-Hai Plain, multipurpose utilization of 
red earth in the southern mountains, and a survey of tropical biological 
resources. Furthermore, in doing so we have widely adopted remote sensing, 
aerial cartographic techniques, and various modern analytical methods. We 
have provided a reliable basis upon which to make the most rational use of 
soil resources and to develop agricultural production. 


B. Improving Soil and Fostering Fertility 


Through various testing methods and new techniques, and by using long-term 
testing methods in fixed or semi-fixed locations, we have stressed studies of 
soil amelioration and utilization on low-yield soils such as paddy soil, 
baijiang tu [4101 3364 0960], salinized soil, bog soil, and drifting sandy 
soil. Simultaneously we have conducted long-term system studies on rational] 
applications of phosphate, potash, and trace element fertilizers, as well as 
on fertilizer efficiency and effective conditions for organic and inorganic 
fertilizers, with notable results. In addition, there has been a certain 














amount of progress nationwide on fertilizer application techniques, 
particularly on quantities to be applied and in research on nitrogenous 
elements. The national division into chemical fertilizer districts is nearly 
completed and some units are beginning to pay attention to cash-crop 
fertilizer application problems. 


C. Research on Basic Soil Properties 


We have initiated research on oxide surface properties and surface chemistry, 
soil clay minerals, material soil forms and their reciprocal transformation 
conditions, and humic acid formation. Soil electrochemistry is currently 
turning toward variable charge pedologic research. In addition, there have 
been varying degrees of progress in research on physical soil properties, 
including s.il texture and moisture content; soil microorganisms, including 
biological nitrogen fixation, nitrification and anti-nitrification functions, 
and VA bacteriorhizae; and soil plant nutrition, including mutrient movement 
and material cycling. These advances have stimulated pedologic 
subdisciplines. 


D. Pedogenic Taxonomy 


Based on a nationwide soil survey and regional soil resource surveys, we are 
conducting thorough pedogenic research on the major Chinese soil types, such 
as red earth, black soil, brown earth, salinized soil, paddy soil, damp soil, 
and mountain soil. We are now getting started on quantitative indexing to 
Giagnose soil layers and specific properties, and we have proposed a 
preliminary national pedogenic taxonomy based on those diagnoses that will be 
the basis for nationwide research in pedogenic taxonomy. 


E. Soil Ecology Studies 


We have initiated preliminary studies of planting system optimization and 
ma<ter and energy conversion patterns within regional soil ecosystems and the 
overall ecosystem. In addition, as far as the environment is concerned we 
have primarily launched research on regional environmental pollution factors 
and soil background, capacity, and organic pollutants, achieving notable 


progress. 
F. New Techniques and Soil Information Systems 


Step by step we are beginning to adopt physical methods in place of chemical 
testing methods, and we have achieved some progress in analyzing various soil 
elements, in fluid injection analysis, and in (15)N analysis. We are now in 
the process of modernizing all areas of routine soil analysis. In addition, 
we have made new advances in using electron microscopy, establishing a proper 
soil pattern sequence, and setting up soil data management and a soil data 
base. 


The progress China has made in pedologic research, as well as its +mportance 
to national economic construction and the pedologic subdiscipl* es, are 
obvious from the above 6 points. However, in other areas a comparison with 
international advances in pedology shows that a number of faiiings persist. 
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First of all, our research is neither long-term nor systematic and ou: 
research base is rather weak. Second, certain branches and fields ot 
pedology, such as soil biology and soil physics, have developed rather slowly, 
and some have not yet formed a distinctivecharacter of their own. In 
addition, soil instruments and equipment cannot yet meet developing needs. Of 
course, in certain pedologic research fields, such as soil electrochemistry, 
Soil ecology, and systematic field tests of regional soil resources and 
fertilizers, we have always worked in the service of national. economic 
construction and pedologic development. This is our own distinctive 
characteristic. In the future we should constantly promote soil science i 
applied and applied basic research. 


II. The Pedologic Tasks Facing China in National Economic Construction 


Although China covers 9.6 million square kilometers of territory, agriculture, 
forestry, and animal husbandry take up only 60 percent of the land and the 
remainder is occupied by rocky wilderness, mountainous land, and urban areas. 
Right now the issues remaining in scil resource utilization are as follows: 
1) Soil fertility is declining, and low-yield land producing less than 300 jin 


per mi accounts for one-third of our cultivated land. 2) Soil degradation and 
grassland degradation are occurring on one-fourth of our land and 
desertification claims nearly 20 million mu per year. 3) The area of soil 


corrosion amounts to nearly 1.5 million square kilometers nationwide, one- 
third of which is composed of loess and red earth. 4) In recent years 
Cultivated land has been occupied at a rate of 19 million m per year. In 
1985 19.37 million m of arable land were occupied for other uses--an area 
approximately equal to the total cultivated land area of Fujian. In view ot 
this situation, the pedologic task facing China in national economic 
construction should be to launch a study of "national soil resource 
protection, comprehensive management, and rational development and 
exploitation." Specifically, we should concentrate on taking charge of the 
following three areas: 


A. Land Restoration and District Management 


We must chiefly take control of program management in the following six major 
areas: 


1. Comprehensive treatment of salinized soil on the Huang-Huai-Hai Plain. 
This area covers a total of 450,000 square kilomerters and contains 270 
million mu of cultivated lan’, 100 million m of which is low-yield land. 
Remaining problems include drought, waterlogging, salinity, alkalinity, 
drifting sand, and infertility. 


2. Multipurpose utilization of tropical mountain lands. This area covers 
approximately 2 million square kilometers, of which nearly 800 million m is 
uncultivated. The key in this area is to attend to soil and water 
conservation, do a good job on overall distribution, and “ake advantage of the 


superior growth of tropical crops and economic forests. 


3. Control of loess soil and water loss. The area of soil and water loss 
covers nearly 450,000 square kilometers, and resolution hinges on implementing 
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preventive measures based on drainage area controls and simultaneous 
development of farming, forestry, and animal Mmsbariry. 


4. Control of desertification. The currently desertified area covers 1.49 
million square kilometers, and on 10.6 percent of this area there is the 
danger of potential desertification. Through regional environmental 
protection we must take steps to construct field-sheltering forest networks, 
seal off and nurture natural pasturage, and protect vegetation. 


5. Development and rational utilization of coastal areas covering 
approximately 30 million m of land. We should implement the principles of 
adapting measures to local conditions and making miltiple uses of resources. 
Multiple use of coastal areas can be achieved by building dykes to reclaim 
land from the sea, conducting aquatic breeding, and integrating farming, 


forestry, animal husbandry, and fishery. 


6. Reasonable development and utilization of bog soil on the Sanjiang Plain. 
On the nearly 20 million mu of bog soil in this region we should pay 
particular attention to ecosystem equilibrium and soil degeneration problems 
that ensue after the land is brought under cultivation, and we should use the 
land more carefully. 


The land described in the above 6 points comprises one-half of the land area 
of China. Comprehensive planning and management on these lands and ful} 
development of their ecological and economic benefits will play an obvious 
role in promoting national economic development in China. 


B. Soil Ecosystems and Environmental Pollution 


Given that we stress regional construction in agricultural ecology, we should 
centralize our handling of ecological changes induced by desertification, 
corrosion, salinization, bog formation, and other soil degradation. Py 
adopting various comprehensive measures we should promote development toward a 
favorable ecological cycle in these areas. Simultaneously, we should initiate 
intensive research into ways of preventing and treating soil and environmental 
pollution. All of this research is crucial, both theoretically and in 
practical production. 


C. Xdirg Fertility and Improving the Soil 


As described above, current output is very low on one-third of all our land 
and soil fertility urgently needs to be improved. In addition, though two- 
thirds of our land produces relatively high yields, soil fertility needs to be 
constantly nurtured. According to 1983 statistics the ratio of nitrogen, 
phosphate, and potassic fertilizer applied in China was generally 1:0.3:0.05, 
which is lower than the average 1:0.59:0.48 ratio for the rest of the world. 
It is estimated that by the year 2000 the nitrogen supply may even out, but 
the supply of phosphate fertilizer will fall two-thirds short of demand and 
potassic fertilizer will be short one-third. This situation illustrates the 
need to give priority to improving the soil and aiding fertility in order to 
guarantee future uninterrupted increases in grain output. To this end, we 
must take care to study ar! open up new sources of organic fertilizer, combine 
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organic and inorganic fertilizers, and establish various mdeis and systems of 
regional fertilizer savings and high potency applications. Simultaneously, we 
must launch research into the effects that reasonable fertilizer application 
will have on improving the quality of agricultural products and the effects 
that employing new chemical fertilizers will have on the soil and the 
environment. In addition, 12search on soil fertilizer and soil adaptability 
for cash crops and famous specialty produc’s is of -he utmost practical 
significance. 


III. The Tasks Facing China in Pedologic Branch Research 


In the past several years pedology has developed tremendously due to 
infiltrations of chemistry, physics, mathematics, and biology. However, the 
various branches of pedology have developed unevenly in China and, with very 
few exceptions, have not yet taken on distinctive characters of their own. As 
far as basic disciplines are concerned, we must now vigorously enhance 
research in soil chemistry, soil physics, pedogenic classification, soil 
biochemistry, and soil microbiology. 


A. Research in Pedogenesis and Soil Taxonomy 


Research in pedogenesis and soil taxonomy is a reflection of the level of 
pedologic research. We should enlist nationwide cooperation, and, by 
establishing regional (northwestern, north China, south China, and so forth) 
long-term fixed observation, conduct a thorough, systematic study of the 
entire soil classification system, including advanced and basic classification 
systems. Based on diagnostic levels and characteristics, we must establish a 
quantitative index for soil classification, gradually move soil taxonomy 
toward quantitative, targeted research, and quickly establish China's own soil 
Classificatio: system and principles. Simultaneously, we must utilize remote 
sensing and aerial photography methods to gradually complete the task of 
compiling a 1:1,000,000-scale soil map for the entire country. 


8. Basic Pedologic Research 


in soi) chemistry and agricultural chemistry we should focus on conducting 
research in the following areas: oxide surface properties and interface 
surfacs chemistry; material soil patterns and their reciprocal transformation 
conditions; electrochemical and redox properties of variable-charge soils; 
conditions of soil clay mineral formation and the basis for differentiating 
them (proceeding from the soil clay mineral angle rather than the ore-bed clay 
mineral angle); the chemical behavior and nutritional environment of the 
major soil nutrients and monitoring of changes in these when the soil is used. 


In soil physics we should focus on launching studies into soil moisture 
content, soil texture, and soil mechanics and heat properties. We should see 
to it that scil hydrothermal research is progressively integrated with soil 
and atmospheric surface energy flow so as to make the best use of hydrotherma] 
resources. 


In soil biochemistry and microbiology we should emphasize research on soi] 
humus structure and composition and on carbon and nitrogen conversion and 
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cycling. We should also combine biological nitrogen fixation, VA 
bacteriorhizae, and pollutant microbiological treatment and resource 
utilization in order to progressively establish 2 foundation for microbiology, 
biochemistry, and bioengineering. 


C. Research on New Pedologic Techniques 


Progress in experimental measures and research methods pleys a decisive role 
in stimulating scientific development. Right now we should pay close 
attention to developing pedologic applications for computer techniques, remote 
sensing techniques, and modern analytical and experimental techniques. On 
this foundation we can establish China's soil information system and a 
national soil information pool to meet the needs of soil science development. 


IV. A took at the Future of Pedology in China 


To guarantee further development in pedology we must adopt the following 
measures: 


A. We Must Clarify Responsibilities and Make Our Best Effort 


Pedologic research must serve national economic construction and make a 
contribution in this area. Right now we should strive to make "protection, 
comprehensive management, and rational development and exploitation of 
national soil resources" one of the key scientific and technical projects i” 
China's Seventh 5-Year Plan. Simultaneously, we should marshal the forces of 
the entire nation around this task and work hard to achieve these goals 


together. 
B. We Must Enhance Centralized Efforts and Organize Cooperation 


The key tasks and pedologic research projects described above all require 
enhanced national coordination and cooperation, concerted action, and 
successful technical coordination. For many research problems, such as the 
national pedogenic taxonomy and the national 1:1,000,000-scale soil map, we 
can even organize national coordination and apply for national science funds. 


C. We Must Establish Long-Term Soil Research Stations 


We should integrate research in soil ecology, pedogenesis, and soil fertility 
and establish a network of assorted comprehensive pedology research outlets in 
the northwest, north China, south China, and the northeast. These stations 
would organize national cooperation and iaunch joint research. 


D. We Must Train Cadres and Expand Our Ranks 


There are now only about 10,000 pedology specialists and technicians in China. 
According to statistics, by the year 2000 we will need 60,000 pedology 
specialists. From this it is obvious that it is extremely urgent for China to 
train cadres in soil science. We should formulate a plan and accelerate 


training of talented young people. 


103 

















Although the development of soil science in China now faces a number of 
problems, there are bricht prospects ahead. This is because China has 
abundant soil resources and enormous production potential, and, with respect 
to both the national economy and the branches of soil science, the research 
field is vast. New technical forces are now growing steadily on the 
foundation of past research. If we can mobilize forces nationwide, make a 
concerted effort, and do all we can to forge ahead, we will certainly be able 
to make a contribution to national economic construction in the areas of land 
restoration, regional management, and ecological and environmental protection. 
We will also certainly k- able to make new breakthroughs in the branches of 
pedology, such as soil chemistry, pedo, esis, soil fertility, soil analysis 
and testing, pedologic remote sensing, and soil information systems. In 
addition, we will gradually build up pedologic subdisciplines that have a 
distinctive Chinese character. Of course, we can also anticipate that in the 
future pedology will inevitabiy be influenced by achievements in 
bioengineering technology and other new scientific and technical developments. 
‘these will spur giant strides in the development of pedology and make a new 
contribution to national economic construction in China. 
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AGRICULTURE 


ANHUI FERTILIZER ARRANGEMENTS DESCRIBED 
Hefei ANHUI RIBAO in Chinese 18 Sep 86 p i 


(Article: "From Jamuary to August 1986 Anhui sold 330,000 Tons More Chemica] 
Fertilizer Than in the Same Period of 1985, A 14 Percert Rise; The Provincia! 
Government Is Energetically Organizing Chemical Fertilizer Supplies To sure 
Bumper Harvests: It is Producing More Fertilizer, Expanding Imports fror 
Other Provinces, Drawing on Reserves, and Guaranteeing Supplies to Key Users") 


(Text) In the past year the people's govermment in Anhui has convened several! 
meetings and organized the departments concerned to use every means possible 
to handle chemical fertilizer production and marketing tasks satisfactorily 
and to vigorously support agricultural production. As of the end of August, 
the Anhui supply and marketing cooperative system had sold 2,696,000 tons of 
Chemical fertilizer, up 330,000 tons, or 14 percent, over the same period of 
the previous year. It is estimated that 1986 sales of chemical fertilizer ir 
Anhui could reach 4.3 million tons, for an increase of more than 10 percent 
over 1985. 


Fertilizer production and marketing circumstances have varied dramatically in 
Anhui in 1984. From January through April fertilizer was unsalable, but in 
May there began to be sane demand and the sales volume shot up. May and Jure 
sales accounted for over 60 percent of the total sales volume for the first & 
months and there was a prominent discrepancy between supply and demand at that 
time. The reason for this situation is that, for one thing, party and 
govermment departments at all levels comprehensively implemented CPC Centra! 
Committee Circular No 1 (1986), put grain production in a position of chief 
importance, and increased inputs so that chemical fertilizer sales increased. 
For another thing, due to the unsalability of chemical fertilizer in 1985, 
production in small fertilizer plants has been irregular: output for the 
first half of the year declined 24.7 percert compared with the same period of 
last year. In addition, state chemical fertilizer imports decreased, and when 
sales slowed the supply of fertilizer earmared for Anhui in the first half of 
the year was reduced 70 percent compared with the same period of 1985. 
Consequently, the whole province was left in a passive position with a fairly 
major fertilizer shortage. In order to ease the discrepancy between 
fertilizer supply and demard ard solve fertilizer buying problems for the vast 
peasantry, the Anhui people's govermment has adopted the following measures: 
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1. We are encouraging enterprises within Anhui to produce more chemica|! 
fertilizer. The provincial governmerit has convened several meetings to hel; 
settle energy sources and funding needed for fertilizer production. We ar 
encouraging the two large fertilizer plants, Anqing and Huainan, to produce 
more chemical fertilizer, and we are arranging for Anhui's 54 small fertilize: 
plants to continue restoring and expanding production. The provincia! 
government has already subsidized small fertilizer plants and reduced thel! 
taxes to the tune of 74 million yuan. 


re We are clearing out circulation channels on all sides to remedy 
insufficient supplies within the province. The provincial government ha: 
mobilized the various localities to go outside the province to arrange for 
fertilizer supplies, and it has also stipulated that whatever they purchase o! 
their own will not offset planned distribution targets. This arouse: 
initiative in operating departments. The Anhui supply and marketing 
cooperative system alone has sent a tota) of over 1,500 workers out to 6 othe: 
provinces and cities to arrange supply sources. As of 15 August they had 
Signed contracts for 650,000 tons of fertilizer, over 385,500 tons of which 
had already been put on the market. 


3. We are opening up reserves and guaranteeing demand. From January t: 
August the Anhui supply and marketing cooperative system drew on reserves fo! 
over 490,000 tons of fertilizer to increase supplies and raise the sale: 
volume above the purchase volume. ‘io guarantee the supply needed for autum 
tilling the provincial government requires supply and marketing departments i) 
each area to put all existing stock on the market during the autumn tilling 
season and replenish reserves in the slack season. 


4. We are improving allocation and transport methods and guaranteeing 
Supplies to key users. To resolve past fertilizer allocation and transport 
contradictions caused by our lack of discrimination between light and heavy 
users and between slack and busy seasons, the responsible government officials 
in Anhui have corrvened concerned departments to agree upon improvements in 
fertilizer allocation and transportation methods and guarantee supplies to key 
users. From the last third of July to the end of August we focus or 
guaranteeing fertilizer for rice-producing regions and double-crop late ric 
regions, and after September fertilizer is guaranteed for autumn tilling. W 
have also clarified responsibility so that wherever a problem occurs it 1: 


handled by a particular department. 


In addition, the government of Anhui has recently issued a notice requiring 
each locality to carry out a conscientious examination of how well policie: 
linking grain and fertilizer are being carried out. In addition, it demand: 
that each locality intensify fertilizer market supervision and ensure that 
fertilizer is actually given to farmers as per their contracts. They must 
deal strictly with those few areas where fertilizer is being handled 


improperly. 


Because we have taken the above steps we have basically alleviated th 
fertilizer shortage in Anhui. We have ensured bumper harvests of mid-season 
wheat and early rice, and a bumper autumn grain harvest is in Sight. 
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CHANGES IN TRADITIONAL ANIMAI, HUSBANDRY DESCRIBED 


Beijing LIAOWANG [OUTLOOK WEEKLY] OVERSEAS EDITION in Chinese No 33, 18 Aug 86 
pp 19-29 


(Article by Chen Xiaojun [7115 1420 0971]: "Traditional Animal Huskandry in 
China is Taking on a New Aspect"] 


[Text] China's efforts to reform the closed pattern of traditional animal 
husbandry are beginning to show results. In 1985 per capita meat consumption 
in China measured 16.8 kg, and the supply of eggs and milk registered a 100 
percent increase over 5 years ago. The value of output in the livestock 
industry accounts for 14.5 percent of the gross value of agricultural output. 
Over 5 years the range of increase in animal husbandry was larger than in 
agriculture, forestry, sidelines, and fishery. 


I. Opening the Window to Imported Technology 


Among the many actions we have taken to reform traditional animal husbandry, 
the most conspicuous is the importation of foreign capital and technology for 
joint development. 


The southern region of China has 1 billion mu of grassy mountain and slope 
land. Most of the forage grass in this region is low quality, and the grass 
is withered for long periods of time. A few years ago we imported advanced 
techniques and improved grass breeds from New Zealand and Australia and built 
two model farms, located in Qianjiang Guangxi and Nanshan Hunan. Of these, 
the Hunan Nanshan Artificial Grass Farm, which grows mostly clover and 
perennial rye grass, covers 100,000 m of land and has raised its per-m grass 
yield from 800 kg to 5,000 kg. This grass farm is evergreen through all four 
seasons and can be grazed throughout the year. It has reached the level of 
sustaining one head of cattle per hectare. At the Guangxi Qianjiang Pasture, 
the imported "Dayidou" [1129 5065 6258] variety of good forage grass produces 
4,000 kg of grass per hectare, is resistant to high temperatures and drought, 
and can be both grazed and mowed. The public considers it a good variety of 
forage grass for improving grassy mountain and slope land in the south. It is 
now beginning to be disseminated and cultivated. 


The "zero-till" grass-farm improvement technique imported from the United 
States is producing results on northern Chinese grass farms. The per-m yield 
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on improved grass farms has increased from 27 kg to 110 kg and forage gras: 
quality has also improved. 


In the past few years we have also imported fine varieties of breeding stoc} 
and poultry. For example, 23 provinces, municipalities, and autonomou: 
regions in China have imported the large white Nigula [1441 0657 2139] meat 
turkey from the United States, and over 100,000 of them are being reared. The 
Beijing Meat-Chicken Producers Allied Domestic Company has imported improved 
varieties and complete production facilities from abroad and constructed 
original-breed chicken farms, breeding-chicken farms, chick hatcheries, meat- 
chicken model production farms, compound feed plants, slaughterhouses, anc 
cold-storage plants. After the chicken farms got completely under way in 198: 
they supplied nearly 700 tons of meat chickens for market the same year. 





Right now China has livestock dealings with over 20 nations, including Nev 
Zealand, Australia, Denmark, Belgium, and the United States, and has signed 
bilateral livestock cooperation agreements with more than 10 of them. In |! 
years we have used several hundred million dollars in foreign exchange. Ther: 
are excellent prosects for expanding cooperation further. 


II. The Switch from Emphasizing Livestock and Neglecting Forage Grass to Lus!} 
Forage Grass and Flourishing Livestock 


China has superior natural conditions for developing animal husbandry. W: 
possess a large variety and quantity of livestock, anu our pastureland 
resources stand in third place internationally, second only to those of 
Australia and the Soviet Union. However, for a long time past people have 
emphasized livestock and neglected forage grass, relying on the heavens t 
raise the livestock. In utilizing grass farms they have grazed too many 
livestock or have reclaimed the grasslands to grow grain. Asa result, ther 
has been degeneration, desertification, and alkalization on a large quantity 
of grassland. 


Beginning in 1979 pastoral areas universally put into effect a production 
responsibility system featuring integrated management of grass growing and 
stock reising. After the Nei Mongol pastoral area implemented integrated 
grass and livestock management the herdsmen cultivated forage grass, brush, 
and tall trees and built family grass kulun [1655 0243] (enclosed grass farms) 
on arid wilderness grasslands, grassy marshlands, and prairies. In 1985 th 
area of artificially grown forage grass in that entire area totalled 450,000 
hectares, improved grass famns covered 180,000 hectares, and enclosed grass 
kuluns measured 450,000 hectares. Each of these measurements is a historic 
record high. 


In something over 3 years, 6.7 million hectares of artificial grass farms and 
improved grasslands were reconstructed on southern grassy mountain and slope 
land that had previously been severely damaged and ignored. Each year these 
lands produce 35 million kg of all sorts of forage-grass seed, which makes the 
area more than self-sufficient in forage-grass seed. At the same time, nev 
techniques-- aerial sowing of forage grass, inoculation of leguminous herbage 
with nodule bacteria, and grassland remote sensing--are beginning to be used 
in large scale production and grassland resource surveys. 















lush grass promotes flourishing livestock. In the past 5 years the quantity 
of livestock products nationwide has grown larger year after year. Within a 
few years Gansu's Linxia Huizu Autonomous Prefecture divided up 100,000 
hectares of uncultivated mountain and gully land and some state-managed sparse 
woodland for peasants to grow grass and trees. The prefecture grows a total 
of over 20,000 hectares of perennial forage grass, or about 10 times the 
reserve area of perennial forage grass extant at the end of 1983. Large 
livestock throughout the prefecture increased from 236,000 head in 1983 tc 
nearly 300,000 head at the end of 1985. The number of sheep being reared rose 
from 740,000 to 890,000. 


III. The Change from a High Number of Livestock on Hand to a High Percentage 
of Commodities 


For a long time China had an undiversified pattern of livestock management. 
The composition of livestock and poultry was irrational, livestock production 
could only maintain simple reproduction, and very few commodities were 
supplied to society. The persisting viewpoint among the peasantry was to 
"raise oxen to till the fields, raise sheep and pigs to celebrate the New 
Year, and raise chickens ané ducks for grocery money." 


Nowadays, Since agricultural and livestock markets have been completely opened 
to public access, peasants enthusiastically concentrate on their percentage of 
marketable products. A large number of stock-raising teams have grown up, 
centered on specialized households, specialized joint househods, and 
specialized villages. In 1984 the nearly 4 million specialized stock-raising 
households and economic management associations nationwide supplied nearly 
1.01 billion kg of meat, 270 kg of commodity milk, and 595 million kg of 
commodity eggs. The nearly 50,000 specialized cnicken-raising households in 
Tianjin Municipality raised 13 million chickens in coops in 1985, over 
quadruple what they raised in the 5 preceeding years. Their fresh egg output 
measured more than 80 million kg and they were 90 percent self-sufficient. In 
the past few years the state has also invested as much as 10 million yuan with 
local associations and methodically constructed a number of production bases 
to raise lean-meat swine, dairy cattle, dairy goats, improved varieties of 
fine-wool sheep, and poultry. These bases can annually supply 4 million head 
of lean-meat swine, 140,000 head of mutton sheep, and 3.5 million kg of eggs. 


The development of commodity production has stimulated enthusiasm among 
farmers to raise improved stock and poultry breeds. Some pastoral areas in 
Xinjiang, Nei Mongol, and Sichuan have developed Aletai Feitun [7093 0519 1132 
5142 5241] sheep. After 6 months of fattening, the lambs of this improved 
breed weigh an average of 30-plus kg. The improved beef cattle breeds of the 
Hulun Buir and Chifeng regions in Nei Mongol weigh an average of over 350 kg 
after a year and a half of fattening. This has speeded up herd turnover, 
improved the percentage of marketable products, and increased the dam ratio. 
The past pattern of concern only for the amount of livestock on hand and for 
raising “long-lived livestock" has been much j;educed. According to 
statistics, in 1985 China produced about 440 million kg of beef, up 63 percent 
over 1980, and 1.5 billion kg of fowl, up more than 100 percent over 1980. 
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As befits concentrated and specialized livestock production, the state, 
collectives, and individuals have joined together to establish pre-production, 
production, and post-production service organizations and circulation networks 
in urban and rural areas throughout the country. There are now over 500 
counties in China that possess integrated industrial and commercial livestock 
complexes, and a large number of livestock product processing plants have been 
built. In addition, many large and medium-sized cities have set up market 
network outlets and formed integrated production, processing, and marketing 


setups. 
IV. A Few Further Moves 


In the near future China will adopt certain measures to accelerate growth in 
the livestock industry: 


1. We will enhance grassland construction and management, actively develop 
and utilize southern grassy mountain and slope land, improve the livestock 
carrying capacity on grass farms, and raise slaughter rates and the percentage 
of marketable products. 


2. We will develop the fodder industry; establish organizations to strengthen 
improved-variety breeding, disease control, and technological dissemination; 
and constantly improve scientific stock-raising standards. 


3. We will contimue to focus on raising swine, particularly lean-meat swine, 
we will develop improved breeds of dairy cattle and goats, and we will 
accelerate development of egg production. 


4. We will expend a major effort on basic complementary facilities for post- 
production processing, cold storage, transport, and marketing, and we will 
guarantee sustained, stable growth in livestock industry production. 


5. We will import a great deal of advanced technology and equipment from 
abroad, open up spheres of cooperation, and expand the scope of cooperation. 
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AGRICULTURE 


ANIMAL HUSBANDRY ECONOMIC ZONE PROPOSED IN HEILONGJIANG 


Harbin NONGCUN FAZHAN YANJIU [STUDIES ON RURAL DEVELOPMENT] in Chinese No 4, 
1986 pp 18-21 


[Article by Meng Xianze [1322 2009 3419] and Zhao Xiangxue [6392 7449 1331] of 
the Heilongjiang Bureau of Animal Husbandry: "Ideas about Establishing an 
Animal Husbandry Economic Belt in Heilongjiang"] 


[Text] Heilongjiang's strategy for rural development proposes that by the end 
of this century, the total output value for rural society should reach 43 
billion yuan. It will be impossible to attain this goal merely by relying on 
crop production; we must’ take full advantage of Heilongjiang's excellent 
resources--plentiful land, grain, grass, and protein feed--and vigorously 
develop animal husbandry. Doubling the output value of animal husbandry will 
ensure a large increase in the agricultural output value. Heilongjiang leads 
the nation in milk and soybean yielus, but we should further accelerate animal 
husbandry production, primarily dairy production. We should turn Heilongjiang 
into the national protein storehouse, change the people's diet, and make our 
expected contribution to helping the country and enriching the people. 


I Conditions Favorable to Establishing an Animal Husbandry Economic Zone 


Heilongjiang is one of China's 10 major pastoral areas, and is in a very good 
position to develop animal husbandry. 


1. The climate is suitable: Heilongjiang is located between 43x25' and 
53x33' latitude north. Most of it is in the central temperate zone; the 
annual average air temperature is from -5x to 4x Celsius, and summer air 
temperatures are generally around 20x Celsius. Its geographical position is 
precisely in what the world calls the dairy cow belt, suiting it to the 
development of animal husbandry. 


2. Grasslands cover a large area, there are many agricultural products and 
byproducts, and forage grass and feed are quite plentiful. Heilongjiang 
currently has 76 million mu of grasslands and grass-covered mountains and 
slopes. Besides what is grazed away, these grasslands annually produce more 
than 15 billion jin of hay, which can feed 4.2 million head of cattle. There 
are 130 million mu of farmland, annually yielding more than 30 billion jin of 
straw. There are more than 400,000 mu of forage crops, annually producing 
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more than 25 billion jin of silage. The province annually produces more than 
5 billion jin of beet residue. The above kinds of feed add up to 54.5 billi 
jin; after deducting enough to meet the current needs of oxen, horses, 
Sheep, we could still raise more than 500,000 dairy cattle. In addition, ea 
year there are 4 billion jin of bean cakes, 5 billion jin of corn, 1.5 billio: 
jin of bran, and immense quantities of agricultural products, byproducts, 

the byproducts of processing liquor and flour. These provide ample feed for 
animal husbandry. 


3. There are many good breeder cattle and quite a good foundation for anima] 
husbandry. Heilongjiang currently has 250,000 dairy cattle, 90 percent of 
which are black-and-white dairy cattle. Of these, 6,310 head meet the Chinese 
standards for black-and-white dairy cattle, and the average yield is 5,320 kg. 
There are currently 1.45 million oxen, 60 percent of which are improved 
breeds; more than 50,000 of them are being milked. There are 2.4 millior 
sheep, 85 percent of which are improved fine wool and semi-fine wool sheep. 
There are 5.7 million pigs, 20 percent of which are lean-meat pigs and hybrid: 
bred from them. There are 70 million poultry, 60 percent of which are 
improved layers and broilers. There are almost 300,000 rabbits. Thess 
numbers make a fine foundation for establishing an animal nusbandry zone. 


4, The animal husbandry service system is quite complete, and the technic 
workforce is quite strong. Heilongjiang has initially set up four. service 
systems for improved stock breeding, prevention of stock and poultry 


epidemics, forage and feed production, and S & T extension, The present 
veterinary staff consists of 10,111 people, of whom 39 have high-level 
positions and 1,183 have mid-level positions. In addition, the Northeast 


China Agricultural College, the Shuangcheng Animal Husbandry School, the 
Harbin Veter.nary Research Institute, the Heilongjiang Veterinary Researc! 
Institute, the Heilongjiang Animal Husbandry Research Institute, and research 
units and schools in the state farm system have played important roles 
developing animal husbandry in our province. 


5. There is quite a good foundation for the processing of animal products. 
Heilongjiang is one of the key provinces in China for the dairy product 
industry. The province has 115 dairy product plants, which can daily process 
1,985 tons and annually produce 42,000 tons of dairy products, the highest in 
the nation. Dairy products’ sell well throughout China and have entered 
international markets. There are currently 16 woollen mills, which amnually 
can process 40,000 bolts. There are 10 tanneries, 70 food processing plants, 
and more than 100 large and small cold-storage warehouses. These processing 
plants and storage facilities can basically ensure the processing, storage, 
and use of animal products. 


6. The market for animal products is vast, and sales are good. According to 
relevant data: since 1982, the annual national sales volume of dairy products 
has been growing at the rate of 20 percent. As the standard of living 

upgraded, the demand for fresh milk and dairy products will exceed the present 
growth rate. At present, Heilongjiang annually produces 15 million jin of 
wool, 0.44 jin per capita; nationally, there is 0.2 jin per capita. This is 
far from being able to meet the needs of the woollen industry, and so every 
year we still have to import large quantities of wool. In addition, the 


Liz 








demand for meat, eggs, and leather is also larger than the supply. Therefore, 
we should push rignt ahead and develop dairy cattle, sheep, oxen, pigs, and 
poultry on a large scale, for there wiil definitely be markets. 


The north part of Heilongjiang borders on the Soviet Union, making the 
development of border trade much easier. Every year the Soviet Union imports 
10 billion rubles worth of various animal products. The Soviet Union's 
Siberia should become the market for animal product exports. 


II Proposed Goals in Building Animal Husbandry Zone 


We propose making development somewhat slower during the Seventh 5-Year Plan, 
in order to lay a better foundation. In the Eighth and Ninth 5-Year Plans, 
the rate of development should be a bit faster. We want to build a relatively 
modernized animal husbandry economic zone which will provide the nation with 
large quantities of animal products. The initial plan is as follows: 


1. Develop key areas. According to market information, there is currently a 
severe shortage of beef and milk on the domestic market; beef is also much 
sought after on the international market. In the near future, dairy cattle 
Should be the main target of development, although we must not neglect pig and 
poultry production. On the basis of increasing fresh milk output, special 
empnasis should be given to the processing of dairy products; we should use 
advanced technology, add new products, and improve product competitiveness in 
order to satisfy the needs of the international and domestic markets. We 
should accelerate the conversion to lean-meat types in hog production and 
vigorously develop poultry raising. On the condition that we satisfy 
Heilongjiang's needs for meat and eggs, we should expand exports of beef, 
pork, and poultry to the Soviet Union. 


2. Locating the animal husbandry economic zone. 

Dairy cattle zone: Expand from the 17 cities and counties along the Harbin- 
Manzhouli railway, including Qiqihar, Dumeng, Fuyu, Dagqing, Anda, Zhaodong, 
Shuangcheng, and Harbin, to the Songnen grassland in the west and the Sanjiang 


pasture in the east, gradually forming a complete dairy cattle zone. This 
location has the following advantages: 1) these places have large stretches of 
pasture and ample agricultural products, byproducts, forage grass, and feed; 
2) they are close to consumer markets; 3) transportation is convenient, 
facilitating storage and shipping; 4) this location is well suited to the 
coordinated development of dairy product processing and the feed industry; 5) 
it facilitates specialized and intensified management. 


Beef cattle zone: In the near future we should primarily develop places with 
poor transportation in mountainous and semi-mountainous areas of the north and 
the northeast, focussing on tne conversion of grass into meat by grazing 
animals. Later on we should gradually expand into the large grasslands in the 
east and west, forming a beef cattle zone from the Mo River in the north to 
Fuyuan in the east. 


Hog and poultry production zone: This should primarily be concentrated in 
central farming areas and suburbs of cities. City suburbs should set up a few 








large, modernized poultry farms and pastures, improving the cities' level of 
self-sufficiency in meat, eggs, and milk. Central farming areas should make a 
new breakthrough in developing lean-meat hogs, and build production bases for 
meat, poultry, and egg production. 


III Measures for Developing Animal Husbandry Economic Zone 


Special emphasis should be put on the following measures in order to build 
animal husbandry economic zones as fast as possible. 


1. Restructure rural production so that agriculture, forestry, and animal 
husbandry all develop evenly. Heilongjiang's rural production structure has 
long been centered on grain; animal production has been a sideline industry. 
Although there has been some adjustment in recent years, there have not been 
fundamental changes of this structure. In order to gradually make the 
production structure more rational, we must actively but surely restructure 
it. On the condition of ensuring continued growth in grain production, we 
Should appropriately divide up the land used in agriculture, forestry, animal 
husbandry, sideline production, and fisheries. In the use of farmland, feed 
production should be given high priority. The present structure, which 
consists of two elements, grain and cash crops, should be changed into a 
three-element structure, grain, feed, and cash crops. This would increase the 
Output of high-grade feed, as well as improving soil fertility. The state and 
localities should put into animal husbandry more grain, funds, materials, 
trained personnel, workers, and technology. The proportion of total funds 
invested in animal husbandry should be higher than its share of total output 
value. Only in this way can we spur animal husbandry into faster growth. 


2. Adjust policies, perfect circulation. 


A. Make appropriate increases in the purchase price for animal products. At 
present, the price for animal products is generally lower than the value, 
limiting the masses' enthusiasm for developing animal husbaidry and the 
financial inputs. If we really want to build up animal husbandry, we aust 
make the prices a bit more reasonable. When we fix the purchase price for 
animal products, we should allow a profit of 10-30 percent in addition to 
ensuring recovery of costs (including human labor and mechanized labor). 


B. Guarantee the supply of feed. At present the feed supply is controlled by 
grain departments. Whenever there are crop failures, the feed supply is 
greatly reduced. Without feed, the masses can only sell or kill their 
animals, causing great fluctuations in animal husbandry. Once animal 
husbandry has declined, it takes more than a few years to recover. In order 
to solve this problem, w2 should stipulate a reasonabie quantity of feed which 
can ensure the steady growth of animal husbandry, so that even when there are 
crop failures, the fluctuations in supply will not be too great. 


C. In the purchase of animal products, we should implement open policies and 
multi-channel circulation; allow the participation of the state, collectives, 
and individuals; encourage direct contact between industry and animal 
husbandry; reduce the number of middlemen in circulation; and give profits to 
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the producers. Circulation restrictions, regardless of their scope, should be 
eliminated, in order to enliven the economy and promote development. 


D, Create an economic entity which transcends the boundaries between 
different regions and different industries. This economic entity should bring 
together ull production, processing, and marketing in the animal husbandry 
zone, making them into a large economic assembly. It should attract domestic 
and international funds, technology, and personnel, and its products should 
break into the domestic and international markets. 


3. Strengthen basic development, improve the conditions for animal husbandry 
production. 


A. Although Heilongjiang has quite a few technical personnel in animal 
husbandry, there is a pressing need for most of the older technical f :rsonnel 
to update their knowledge, and the level is quite low for most of the 
technical personnel currently in the countryside, since they have not been 
through specialized training. As such, they are far from being able to 
Satisfy the need for promoting new technology and technical transformation. 
Some efforts must be made in personnel training. During the Seventh 5-Year 
Plan the present personnel should be trained once more, and 2,000-2,500 new 
college and technical middle school graduates should be hired. The Animal 
Husbandry and Veterinary Science department of Northeast China Agricultural 
College and the Shuangcheng Animal Husbandry School should enroli a larger 
number of students and add a department of animal product processing and a 
vocational program in grasslands and feed. Each school should add short- and 
long-term training classes and correspondence courses, training about 2,000 
people each year. The schools should invite in outside experts, dispatch 
their own, and hire foreign specialists to come teach in Heilongjiang. At the 
Same time we should send some highly motivated, studious young people to study 
in foreign countries and master the new technology. 


B. Strengthen scientific research in animal husbandry. During the Seventh 5- 
Year Plan, we should build a modernized dairy cattle research center in the 
major dairy cattle area. This center will be responsible for breeding dairy 
cattle varieties, processing dairy products, and other areas of technical 
research. A grassland experimental station should be built in both the 
Songnen and Sanjiang grasslands; these will be responsible for promoting new 
techniques in grasslands development and feed production. The existing 
provincial animal husbandry research institutes, veterinary research 
institutes, and grassland and feed research centers should replenish their 
scientific research staffs, import modern instrumerts and equipment, and 
upgrade their research methods. Each prefecture and county should establish 
and perfect S & T service centers. These centers will take responsibility for 
training technical personnel, spreading scientific knowledge, transmitting 
technical information, and accelerating the promotion of S & T. 


C. Strengthen development of grasslands and the feed industry. 
Conscientiously implement the "Grasslands Law" and "Grasslands Management 
Regulations," actively spread the grassland contract responsibility system, 
and strengthen grassland management and development. Grasslands in the west 
should focus on building themselves up, using comprehensive management 
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Measures such as artificial planting of grasses, fencing in the grasslan 
Minimum tillage and harrowing, and aerial sowing of forage grasses. This wil 
improve and develop the grasslands, thereby increasing the amount of grass 
produced and the capacity to raise livestock. irasSlands in the east’ should 
primarily focus on development and use. One area of work is to set up family 
pastures for raising cattle and sheep. Another area is to work on _ public 
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,» and transport, so tnat 
areaS where stock-raising 


roads and obtain more equipment for harvesting, d 
forage grasses can b: harvested on time and sent 
is concentrated. (gricultural areaS should vigorously promote the 


interplanting of grain and forage grasses and the planting of forage grasses. 


In vigorously setting up the feed processing industry, we should set up a 
number of feed processing mills, adhering to the principles of integrating 
large, medium, and small enterprises and allowing state-run, collective, and 
individual operations to co-exist. At the provincial and city level, we 
Should concentrate on large projects such as processing and production of feed 
additives, pre-mixed feed, concentrated feed, and rather high-quality combined 
feed. Key county-run feed processing mills snould develop township and town 
feed processing, based on the principle of using local materials, processing 
locally, and supplying locally. This shoulc basically enable all animal- 
raising specialized households and large nouseholds to use feed suppiied by 
processing mills. 


D. Animal pen construction should be properly done. [he weather in 
Heilongjiang is cold. Properly building animal pens can not only protect the 
normal growth, development, and reproduction of livestock, it can also save 
large amounts of feed. At present the main difficulties in building pens is 
first, the lack of money, and secona, the lack of supplies. The state should 
include construction materials in the plan and guarantee the supply. Those 
wno need funds should be granted low-interest, long-term loans, and 
appropriate subsidies should be given to areas with special difficulties. 
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E. More work should be done in breeding and propagating good breeding stock. 
The system for breeding and propagating breeding stock should be further 
perfected. Provincial breeding stations should further expand and improve 
their production methods. At the same time, two more stations snould be built 
and four branci stations should be set up. Wwe should reorganize and improve 
the existing breeding stock farms at the provincial, prefecture, and county 
level, and build two bull rating stations. [Ic is planned to import § from 
overseas a group of breeding cattle, sheep, pigs, and poultry with quite good 
characteristics, which will improve and raise the quality of farm animals in 
Heilongjiang. 


4, Vigorously develop the animal product processing industry. The products 
of Heilongjiang's animal product processing industry are few in number, of low 
Quality, and not very competitive. In developing the animal husbandry 
economic zone, we must use advanced technical methods, do a good job in animal 
product processing, produce a larger variety of high-quality goods, and make 
our way into the domestic and international tarkets. In this way 
Heilongjiang's abundance of raw materials for animal production will give us 
an economic advantage, and this economic advantage will give us a commercial 
advantage on the domestic and international markets. Newly built dairy 








product factories should also be able to produce the individual packaging for 
miix powder, butter, cheese, and fresh milk. Existing milk powder factories 
snculd start making varying qualities of dairy products needed on the 
international and domestic markets. Woollen mills should rebuild and expand, 
peed up technical transformation, produce easily marketed woollen goods, 

aprove their competitive ability, and dominate the market. We should build a 
few large meat processing plants, which wili produce canned meat, ham, 
Sausage, and other meat products, and provide even more commodities to large 
and medium cities. 
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